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53. a. Woodglen I LLC Correspondence to Jeff Greenstein (Quellos), dated 

October 2004, re: Reka Limited (We understand from our representa- 
tives, that Quellos has indicated that no actual shares may have been 
transferred.) 

b. Charles Wilk (Quellos) Correspondence to Woodglen I, LLC, dated 

November 2004, (What was stated was that we believe from the docu- 
ments we have reviewed that the referenced transactions were OTC 
contracts, and, therefore, there were probably no exchange traded trans- 
actions of the shares.) 

c. Charles Wilk (Quellos) Correspondence to Woodglen I, LLC, dated 

November 2004, re: Reka Limited (... it appears that the transactions 
involved over-the-counter (“OTC") sales of rights to an underlying port- 
folio of stock (the “Portfolio”) by Jackstones to Barnville.) 

54. Correspondence between John Staddon (European American Investment 

Group) and the Senate Permanent Subcommittee on Investigations, dated 
July 2006, re: Barnville and Jackstones (. . . the portfolio of securities 
traded by and between Barnville and Jackstones was of a purely contrac- 
tual book-entry nature. ... no physical transfer of shares were made. 
No transactions took place over any exchange and no cash transfers 
passed between bank accounts of the two companies.) 

55. John Staddon email, dated July 2000, re: Promissory note (I had assumed 

that we would be having a circular funding pattern . . . such that no 
cash would need to actually pass i.e. purely book entry.) 

56. a. Chuck Wilk/Jeff Greenstein email, dated August 1999, re: POINT 

STRATEGY 

b. Rajan Puri (Euram)/Chuck Wilk (Quellos) emails, dated April 2000, 

re: Further Revisions to POINT (. . . given the “virtual” nature of the 
warrant issue ...) 

c. Reka Limited, US Call Warrants due 2005, Subscription Agreement, 

dated May 2000 

d. EA Investment Services Limited Correspondence to Reka Limited, 

dated June 2000, (. . . 1000 covered call warrants issued by Reka Lim- 
ited on 5 May 2000 .. .) 

e. EA Investment Services Limited Correspondence to Titanium Trading 

Partners LLC, dated November 2001, (. . . 1000 covered call warrants 
issued by Titanium Trading Partners LLC on September 11, 2001 
...) 

57. a. Annual Return of Barnville Limited 

b. Financial Supervision Commission, Isle of Man, Barnville Limited 

c. Annual Return of Jackstones Limited 

d. Financial Supervision Commission, Isle of Man, Jackstones Limited .... 

58. Chuck Wilk emails, dated August 2001, re: Ownership (Barnville is 

owned jointly by Claycroft Limited and Dalecroft Limited, both Isle of 
Man companies. ... I am not at all keen on revealing the ultimate bene- 
ficial owner.) 

59. a. HSBC Account Application for Barnville Limited 

b. Mary Pan/Russell Schreiber (HSBC) email, dated August 2001, re: 

Barnville and Jackstone 
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59. a. HSBC Account Application for Barnville Limited — Continued 

c. HSBC Know Your Customer Information for Barnville Limited 1184 

d. HSBC INDIVIDUAL INFORMATION— KNOW YOUR CLIENT for 

Barnville Limited 1186 

60. a. HSBC Memorandum, dated August 2001, re: NON-CIB GROUP: 

HAIM SABAN FAMILY GROUP 1187 

b. Document regarding Quellos/HSBC transaction (The deferral of -$700- 

750 million for 6 to 10 years is the economic benefit that provides 
Quellos with its fee.) 1190 

c. Russell Schreiber/Mary Pan email, dated September 2001, re: Silver- 

light Enterprises, L.P 1192 

61. a. Chuck Wilk/John Barrie emails, dated August 2001, re: timing issues 

Revised Checklist (. . . from a tax standpoint, I think Silverlight ought 
to hold neweo with Titanium at least a day or two to establish fMtually 
its ownership interest (important for basis shift) to better avoid argu- 
ment that ownership is transitory and could be ignored on a step 
transaction argument . . .) 1193 

b. Chuck Wilk/John Barrie emails, dated August 2001, re: Purchase 

Agreement 1196 

c. John Barrie email, dated August 2001, re: Titanium Trading Partners 
LLC (Returns are calculated based on the sum of the costs of the 
collar, financing, loan fee and structuring fees as a percentage of the 

net gain ! (loss) for each profitability scenario.) 1196 

d. Lana Phillips email, dated September 2001, re: Revised Consents (I’d 

rather not indicate the sequence of these documents in their titles 
because the creation and ownership of the LLC by Barnville and 
EAICS must be completely independent. . . . Showing a clear sequence 
seems to betray that independence.) 1197 

e. Elizabeth Smith/Chuck Wilk email, dated June 2002, /. . . would it 
be reasonable to assume . . . that the opinion should be done by the 

end of June?) 1198 

62. a. Chuck Wilk email, dated December 1999, re: POINT trade (I had 

a meeting this week with Lew Steinberg of Cravath Swaine & Moore 
to finalize the draft of the opinion and to review the economics of 
the trade.) 1199 

b. Christopher Hirata email, dated April 2000, re: POINT (During our 
phone conference with Lew Steinberg, we concluded that on 12 1311 

00 we would have a portion of the loan balance outstanding, ...) 1200 

c. Jeff Greenstein/Andrew Robbins emails, dated September 2000, (Do 

we need to speak with Cravath to be certain as to where to strike 
the call in order to provide enough economics or do we already know 
this?) 1201 

d. Legal Opinion prepared by Cravath, Swaine & Moore, dated August 

2000, re: POINT Strategy 1202 

63. a. Legal Opinion prepared by Bryan Cave LLP, dated October 2002, 

re: POINT Strategy 1226 

b. Representation Certificate of Haim Saban for Legal Opinion prepared 

by Bryan Cave LLP 1287 

c. Representation Certificate of Chuck Wilk for Legal Opinion prepared 

by Bryan Cave LLP 1292 

d. Representation Certificate of Titanium Acquisition Corporation for 

Legal Opinion prepared by Bryan Cave LLP 1302 

e. Representation Certificate of Titanium Trading Partners LLC for 

Legal Opinion prepared by Bryan Cave LLP 1308 

64. Correspondence from William A. Brewer III, Bickel & Brewer, legal coun- 

sel to Charles and Sam Wyly, to the Permanent Subcommittee on Inves- 
tigations, dated July 2006, re: assertion of rights under the Fifth Amend- 
ment 1310 

65. Responses to supplemental questions for the record submitted to: 

a. The Honorable Mark Everson, Commissioner, Internal Revenue Serv- 
ice; 1312 
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66. Responses to supplemental questions for the record submitted to — Contin- 
ued 

b. Michael Conn, Private Bank Northwest Region President, Bank of 

America; 1317 

c. George T. Wendler, Senior Executive Vice President and Chief Credit 

Officer, HSBC Bank USA, N.S.; 1320 

d. Jeffrey Greenstein, Chief Executive Officer, Quellos Group, LLC; 1329 

e. Louis J. Schaufele III; 1679 

f. Michael Chatzky, Chatzky & Associates 1700 

VOLUME 2 

66. Materials relating to Footnotes and Additional Documents cited in Tax 
Haven Abuses: The Enablers, The Tools, And Offshore Secrecy, a Report 
prepared by the Minority and Majority Staff of the Permanent Sub- 
committee on Investigations in conjunction with the Subcommittee hear- 
ing held August 1, 2006: 1743 

[Note: Footnotes not listed are explanative, reference Subcommittee inter- 
views for which records are not available to the public, or reference a 
widely available public document.] 

[*] Retained in the files of the Subcommittee. 

Footnote No. 29, See Attachment 1743 

Footnote No. 33, See Attachment 1749 

Footnote No. 34, See Attachment 1752 

Footnote No. 38, See Attachment 1753 

Footnote No. 39, See Footnote No. 38 (above) 1753 

Footnote No. 44, See Attachments (3) 1776 

Footnote No. 48, See Attachment 1779 

Footnote No. 50, See Attachment 1780 

Footnote No. 51, See Attachment 1781 

Footnote No. 53, See Attachment 1782 

Footnote No. 54, See Attachment 1783 

Footnote No. 55, See Footnote No. 54 (above) 1783 

Footnote No. 56, See Attachment 1804 

Footnote No. 61, See Attachment 1832 

Footnote No. 63, See Footnote No. 48 (above) 1779 

Footnote No. 64, See Attachment 1834 

Footnote No. 65, See Footnote No. 64 (above) 1834 

Footnote No. 70, See Attachment 1839 

Footnote No. 71, See Attachment 1841 

Footnote No. 77, See Attachment 1843 

Footnote No. 78, See Attachment 1846 

Footnote No. 79, See Attachment 1847 

Footnote No. 81, See Attachment 1851 

Footnote No. 82, See Attachment 1852 

Footnote No. 83, See Attachment 1854 

Footnote No. 84, See Attachment 1862 

Footnote No. 86, See Footnote No. 83 (above) 1854 

Footnote No. 91, See Attachment 1869 

Footnote Nos. 92-94, See Footnote No. 91 (above) 1869 

Footnote No. 96, See Attachment 1907 

Footnote No. 97, See Attachment 1908 

Footnote No. 98, See Attachment 1909 

Footnote No. 113, See Attachment 1910 

Footnote No. 115, See Attachment 1911 

Footnote No. 116, See Attachment 1912 

Footnote No. 118, See Aitac/imeftts 1918 
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Yootnote 1^0. 119, See Attachments (2) 1920 

Footnote No. 120, See Attachment 1930 

Footnote No. 121, See Attachment 1932 

Footnote No. 122, See Attachment 1933 

Footnote No. 123, See Footnote No. 122 (above) 1933 

Footnote No. 124, See Attachment 1946 

Footnote No. 126, See Attachment 1951 

Footnote No. 129, See Attachments (2) 1952 

Footnote No. 130, See Footnote No. 129 (above) 1952 

Footnote No. 131 and 134, See Attachment 1985 

Footnote Nos. 135-137 and 139, See Footnote No. 129 (above) 1952 

Footnote No. 140, See Footnote No. 131 (above) 1986 

Footnote No. 142, See Footnote No. 129 (above) 1952 

Footnote No. 143, See Attachment and Footnote No. 129 (above) 1993 

Footnote Nos. 144, 146-147, and 149, See Footnote No. 143 (above) 1993 

Footnote Nos. 155-158, See Footnote No. 129 (above) 1952 

Footnote Nos. 159-163, See Footnote No. 131 (above) 1985 

Footnote No. 164, See Footnote No. 129 (above) 1952 

Footnote No. 165, See Attachment 2006 

Footnote No. 174, See Attachment 2026 

Footnote Nos. 175-176, See Footnote No. 174 (above) 2025 

Footnote No. 179, See Attachments (3) 2030 

Footnote No. 180, See Attachments (2) 2039 

Footnote No. 181, See Footnote No. 179 (above) 2030 

Footnote No. 183, See Attachment 2043 

Footnote No. 185, See Attachment 2044 

Footnote No. 186, See Attachment 2045 

Footnote No. 187, See Attachment 2047 

Footnote No. 188, See Attachment 2048 

Footnote No. 189, See Attachment 2049 

Footnote No. 195, See Attachments (2) (1 of 2 is a SEALED EXHIBIT)* 2050 

Footnote No. 197, See Attachment 2053 

Footnote No. 199, See Attachment 2056 

Footnote No. 201, See Attachment 2065 

Footnote No. 202, See Attachment 2069 

Footnote No. 203, See Attachment 2071 

Footnote No. 204, See Attachment 2074 

Footnote No. 205, See Attachment 2078 

Footnote No. 206, See Footnote No. 201 (above) 2065 

Footnote No. 207, See AWoc/imeftte 16) 2082 

Footnote No. 208, See Footnote No. 201 (above) 2065 

Footnote No. 209, See Attachment 2108 

Footnote No. 211, See Attachment 2111 

Footnote No. 212, See Attachment 2113 

Footnote Nos. 214-215, See Footnote No. 211 (above) 2111 

Footnote No. 216, See AWoc/imeftte 131 2115 

Footnote No. 218, See Attachments (2) 2122 

Footnote No. 219, See Attachment 2124 

Footnote No. 220, See Attachment 2127 

Footnote No. 221, See Attachments (2) 2131 

Footnote No. 222, See Attachments (2) 2133 

Footnote No. 223, See Attachments (2) 2147 

Footnote No. 224, See Attachments (2) 2149 

Footnote No. 226, See Attachments (2) 2157 



XIV 


Page 

Footnote No. 227, See Attachments (2) 2166 

Footnote No. 228, See Footnote No. 226 (above) 2157 

Footnote No. 229, See Attachments (2) 2179 

Footnote No. 230, See Footnote No. 229 (above) 2179 

Footnote No. 234, See Footnote Nos. 212 and 216 (above) 2113, 2115 

Footnote No. 235, See Footnote No. 209 (above) 2108 

Footnote No. 236, See Footnote No. 195 (above) 2050 

Footnote No. 237, See Attachment 2186 

Footnote No. 238, See Footnote No. 212 (above) 2113 

Footnote No. 239, See Footnote No. 237 (above) 2186 

Footnote No. 240, See Attachment 2187 

Footnote No. 242, See Attachments (3) 2192 

Footnote No. 243, See Footnote No. 220 (above) 2127 

Footnote No. 244, See Attachment 2197 

Footnote No. 245, See Attachment 2199 

Footnote No. 247, See Attachment 2205 

Footnote No. 248, See Attachments (2) 2207 

Footnote No. 249, See Attachment 2209 

Footnote Nos. 250-251, See Footnote No. 249 (above) 2209 

Footnote No. 252, See Attachment 2210 

Footnote No. 253, See Attachment 2211 

Footnote No. 254, See Attachment 2212 

Footnote No. 258, See Attachment 2213 

Footnote No. 260, See Attachment 2214 

Footnote No. 261, See Attachment 2215 

Footnote No. 262, See Attachment 2216 

Footnote No. 263, See Attachment 2217 

Footnote No. 264, See Footnote No. 180 (above) 2039 

Footnote No. 267, See Attachments (3) 2218 

Footnote No. 268, See Footnote No. 180 (above) 2039 

Footnote No. 269, See Footnote No. 179 (above) 2030 

Footnote No. 270, See Attachment 2221 

Footnote No. 271, See Attachments (2) 2228 

Footnote No. 272, See Footnote No. 270 (above) 2221 

Footnote No. 273, See Attachment 2231 

Footnote No. 274, See Attachment 2234 

Footnote No. 275, See Attachment 2239 

Footnote No. 276, See Attachment 2256 

Footnote No. 277, See Attachment 2258 

Footnote No. 278, See Attachment 2259 

Footnote No. 279, See Attachment 2260 

Footnote No. 280, See Attachment 2261 

Footnote No. 281, See Attachment 2262 

Footnote No. 282, See Attachment 2264 

Footnote No. 283, See Attachment 2268 

Footnote No. 284, See Attachments (3) 2269 

Footnote No. 285, See Footnote No. 283 (above) 2268 

Footnote No. 286, See Attachments (3) 2284 

Footnote No. 287, See Attachment 2299 

Footnote No. 289, See Attachments (3) 2304 

Footnote No. 291, See Attachments (2) 2307 

Footnote No. 292, See Attachments (2) 2316 

Footnote No. 296, See Attachment 2336 

Footnote No. 297, See Attachments (2) 2337 
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Footnote No. 298, See Attachment 2341 

Footnote No. 299, See Attachment 2343 

Footnote Nos. 300-301, See Footnote No. 299 (above) 2343 

Footnote No. 302, See Attachment 2346 

Footnote No. 303, See Attachment 2350 

Footnote No. 304, See Attachment 2352 

Footnote No. 305, See Attachment 2354 

Footnote No. 306, See Attachments (2) 2355 

Footnote No. 307, See Attachments (2) 2357 

Footnote No. 309, See Attachment 2359 
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1992 NON-STATUTORY EMPLOYEE STOCK OPTION AGREEMENT 

STB^UMB 
SOFTW^ 

This Stock Option Agreeit«nt (the "Agreen^") is catered into by and between Steriing 
Soft ware. Inc. . a D eiawaic coiporation (the and Sam.Wyly > an emp l oye e,- dir ec t o r 

or odier advisor of the Con^any or oik of its subsidiaries (the "Participant''). The Company 
and the Partic^aut agree as follows: 

1. Grtmt of Option. Puraiant to a duly adoptei resolution of the Boanl of Directors 
of tte Company or a ditiy appoutfed committee fltereof (as used herein, "Committee’' shall mean 
die Board of Directors of toe Company or its duly ^)pomted committee, as ai^iicabte), the 
Company henrfjy grants to the Participant an option (toe "C^^tion") imimant to the rales arul 
regidations of toe Company's 1992 Non-Statotory Stock Option Plan (the "Plan") to purchase 
ftom the Company a total of 400,000 shares of toe Company’s common stock, par value $0. 10 
per share ("Common Stock"), atkn exercise priceper share of $29.00 (Twenty-Nine and 00/100 
dollara) (the "Exercise Prkte"). in the amounts, during tite p^iods and upon toe terms and 
conditions set forto herein and in the Plan. 

2. lime of Exercise. TlieC^donmay be exercised, in whole or in part, at any time 
ccwnmcncing May 23, 1995. 

Nc^itostaading toe above wsting scboiule, in the event of a Change of Control (as 
defined in Section 7 of toe Employment Agreement dated July 7, 1987 between tite Paiticqjam 
and the Con^any and ai^ amendm^Us thereto) or a threatened Change of Control, all of toe 
uitexercised portion of tins Option shah become immediately exercisable. Whetoer a Chai^ 
of Cotorol fa threatened shall be determined soldy by tite B^d of Directors of tlK Company. 

3. Term. The C)ption and all rights iocident thereto shall terminate tea years from 
Noveaibet 23, J.994 (the "Expiration Date"). 

4. Restriesions on Exercise. The Option: 

(a) May be exercired only with resperx to full shares aod no fractional shares 
of Common Stock shall be issued Dpon exxrcfae of toe Option; and 

(b) May be exercised in whote w in pan, but so certificates rqpreseiaing 
shares sub^t to the Option shall be delivered if any r«piisite registration with, clearance 
l^, or consent, approval or authorization of, any governmental autlwrity of any kind 
laving jurisdiction ovw tite ejreicise of tiw Cation, or isuance of securities upon such 
exeicise, toall not have been obtains! or secured. 
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5. Manner of Exercise. The OpticMi may be exercised by written notice to the 
Company of the number of shares being purchased and the Exercise Price to be paid, 
accompanied by the following: 

(a) Full payment of the Exercise Price in United States dollars, or in shares 
of Common Stock then owned by the Participant, or in any other form of valid 
consideration, or a combination of any of the foregoing as required by the Committee in 
its discretion; and 


A n uud ett akiug to futinsh^eseeuie sucird6cumentslas the Company in 

its discretion shall deem necessary to (i) evidence such exercise of the Option, (ii) 
deteimine whether registration is then required under the Securities Act of 1933, as then 


in effect, and (iii) comply with or satisfy the requirements of the Securities Act of 1933, 
or any other federal, state or local law, as then in effect. 


If Common Stock is to constitute all or any portion of the Exercise Price, it shall be 
valued at its fair market value, as determined by the Committee on the basis of such factors as 
the Committee may deem aMiropriate; provided that if at the time the deteimination of fair 
market value is made, the shares of Common Stock are admitted to trading on a national 
securities exchange for which sale prices are regularly reported, the fair maritet value of the 
shares shall not be less than the lower of (i) the mean between the closing bid and asited prices 
reported for, or (ii) the closing price of, the Common Stock on ttot exchange on the most recent 
trading day preceding the date on which the Option is exercised. For purposes of the preceding 
sentence, the term "national securities exchange' shall also include the National Association of 
Securities Dealers Automated flotation Syston and the over-the-counter market. Any federal, 
state or local taxes required to be paid or withheld at the time of exercise shall be paid or 
withheld in full prior to any delivery of shares upon exercise. 

6. TramferabiUty of Options. This Option may be transferred by the holder hereof 
upon five (5) days prior written notice to the Company. 

7. Rights as Stockholder. Neither the Participant nor any of the Participant’s 
beneficiaries shall be deemed to have any rights as a stockholder with respect to any shares 
covered by the. Option until the issuance of a certificate to the Participant for such shares. 

8. Capital Adjustments. The number of shares of Common Stock coveted by the 
Option evidenced by tto Agreement, and the Exercise Price thereof, shall be subject to 
adjustment W reflect any stock dividend, stock split, share combination, exchange of 
recapitalization, merger, consolidation, separation, reorganization, liquidation, or the like of, 
or in any maniKr involving the Company. Except as provided in this Section 8, no adjustment 
shall be inadc for dividends or other rights for which the record date is prior to the issuance of 
the certificate or certificates representing shares issued pursuant to the Option. 
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9. Rights in Event of Death of Participant. If the Participant dies prior to the 
Expiration Date, any unexercised portion of the Option shall become immediately exercisable 
and shall continue to be exercisable in accordance with the terms of this Agreement by the 
Participant’s estate or a person who acquired the right to exercise the Option by bequest or 
inheritance or by reason of the death of the Participant or, if applicable, by any transferee of tto 
Option. 


10. Stock Purchased for Investment. Unless the shares are covered by a then current 
and effective registration statement under the Securities Act of 1933, as then in effect, the 


Participant and the Participant’s transferees that all shares of Common Stock purchased upon the 
exercise of the Option will be acquired for investment and not for resale or distribution, and that 
upon each exercise of any portion of the Option, the person entitled to exercise the same shah 
furnish evidence satisfactory to the Company (including a written and signed representation) to 
the effect that the shares are being acquired in good faith for investment and not for resale or 
distribution. 


11. Notices. Each notice relating to this Agreement shall be in writing and delivered 
in person or by certified mail to the proper address, Each notice shall be deemed to have been 
given on the date it is received. Each notice to the Company shall be addressed to it at its 
principal office, now 8080 North Central Expressway, Suite 1100, Dallas, Texas 75206, 
attention of the Secretary. Each notice to the Participant or other penon or persons then entitled 
to exercise the Option shall be addressed to tire Participant or such other prnson cr persons at 
the Participant’s address specified below. Anyone to whom a notice may be given under this 
Agreement may designate a new address by notice to that effect 

12. Rights in Event of Termination ofEmpkyment Other Than as a Result cf Death. 
If the Participant ceases to be employed by the Company or one of its subsidiaries prior to the 
Expiration Date, other than as a result of death, any unexecdsed portion of the Option 
continue to be exercisable in accordance with the terms of this Agreement by the Participant or, 
if applicable, by any transferee of the Option. 

13. Employment. This Agreement does not confer upon the Participant any right to 
employed or to continue in the employ of the Company or any of its subsidiaries, nor does 

it in any way interfere with the right of the Company or any such subsidiary to terminate the 
employment of the Participant at any time. 

14. No Obligation to Exercise Option. This Agreement does not impose any 
obligation upon the Participant to exercise the Option. 

15. Law Governing. This Agreement is intended to be performed in the State of 
Texas and shall be construed and enforced in accordance with and governed by the laws of such 
State, excqit as to matters of corporate law, which shall be governed by the laws of the State 
of Delaware. 
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Address for Notice 
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KICHAEI.S STORES, INC. 

NON-STATDTORY STOCX OPTION ASREEKENT 

This Non-Statutory Stoclt Option Agreement (the "Agreement") is 
entered into by and between Michaels stores, Inc., a Delaware 
corporation (the "Company"), and Charles J. Wyly, Jr., an employee, 
director or other advisor ot the Company or one of its subsidiaries 
(the "Participant"). The Company and the Participant agree as 
foXIdwsi 


1. Grant of Option . Pursuant to a duly adopted resolution 
of the Board of Directors of the Company or a duly appointed 
committee thereof (collectively referred to herein as the "Board") , 
the Company hereby grants to the Peurticipant a non-statutory optiorf 
(the "Option") pursuant to the rules and regulations of the 
Company's 1992 Non-Statutory Stock Option Plan (the "Plan") to 
purchase from the Company a total of 300,000 shares of the 
Company's Common Stock, par value $.10 per share ("Common stock"), 
at an exercise price per share of $20,625 (the "Exercise Price"), 
in the amounts , during the periods and upon the terms and 
conditions set forth herein. 


2- Time of Exercise . Subject to the other terms hereof, the 
Option may be exercised, in whole or in part, according to the 
following schedule: 

Percentage Exercisable Date 


25 % 

25% 

25% 

25% 


August 19, 1993 
August 19, 1994 
August 19, 1995 
August 19, 1996 


The unexercised portion of the option from one period may be 
carried over to a subsequent period or periods and the right of the 
Participant to exercise the Option as to such unexerolsed portion 
shall continue for the entire term. Notwithstanding the foregoing, 
however, the Option shall become immediately exercisable in full if 
either (i) the Company's net income per share over any period of 
four consecutive fiscal quarters is at least $2.00 or (ii) the 
average closing price of the Company's Common Stock as quoted by 
NASDAQ or any stock exchange over any period of 90 consecutive 
calendar days is at least $40.00 per share, in either case giving 
appropriate effect to, and making appropriate adjustment for, any 
change in capitalization of the Company, such as a stock dividend, 
stock split, reverse stock split, share combination, exchange of 
shares, merger, consolidation, reorganization, liquidation, or the 
like, of or by the Company. In no event may the Option be 
exercised in whole or in part after the expiration of the term 
described in Section 3 below. 
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3- Term . Subject to the other terms hereof, the Option and 
all rights incident thereto shall terminate on August is, 1997, 

4. Restrictions on Exercise . The Option: 

(a) May be exercised only with respect to full shares 
and no fractional shares of Common Stock shall be issued upon 
exercise of the Option; and 

, — May— be — exercised — in — whole — or — in — part, — but — no- 
certificates representing shares subject to the Option shall be 
delivered if any requisite registration with, clearance by, or 
consent, approval or authorization of, any governmental authority 
of any kind having jurisdiction over the exercise of the Option, or 
issuance of securities upon such exercise, shall not have been 
taken or secured . 

5. Manner of Exercise . The Option may be exercised by 
written notice to the Company of the number of shares being 
purchased and the Exercise Price to be paid, accompanied by the 
following: 

(a) (i) Full payment of the Exercise Price in United States 
Dollars, or in shares of common Stock then owned by the 
Participant, or in any other form of valid consideration, (ii) a 
copy of irrevocable instructions from the Participant to a broker 
or dealer, reasonably acceptable to the Company, to sell certain of 
the shares purchased upon exercise of the Option or pledge them as 
collateral for a loan and promptly deliver to the Company the 
amount of sale or loan proceeds necessary to pay the Exercise 
Price, or (iii) a combination of any of the foregoing as required 
by the Board in its discretion; and 

(b) An undertaking to furnish or execute such documents as 
the Company in its discretion shall deem necessary (i) to evidence 
such exercise of the option, (ii) to determine whether registration 
is then required under the Securities Act of 1933, as then in 
effect and (iii) to comply with or satisfy the requirements of the 
Securities Act of 1933, or any other federal, state or local law, 
as then in effect. 

If Common Stock is to constitute all or any portion of the Exercise 
Price, it shall be valued at its fair market value, as determined 
by the Board on the basis of such factors as the Board may deem 
appropriate; provided that if at the time the determination of fair 
market value is made, the shares of Common Stock are admitted to 
trading on a national securities exchange for which sale prices are 
regularly reported, the fair market value of the shares shall not 
be less than the lower of (i) the mean between the closing bid and 
asked prices reported for, or (ii) the closing trade price of, the 
Common Stock on that exchange on the date or most recent trading 
day preceding the date on which the option is exercised. For 

\«tke\opt\8198S.np 2 
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purposes of the preceding sentence, the term "national' securities 
exchange" shall include without limitation the National Association 
of Securities Dealers Automated Quotation System and the over-the- 
counter market. Any federal, state or local taxes required to be 
paid or withheld at the time of exercise shall be paid or withheld 
in full prior to any delivery of shares upon exercise. Upon due 
exercise of the Option, the Company shall issue such shares 
registered in the name of the person exercising the Option or as 
directed by such person in writing reasonably acceptable to the 
Co mp any, 


6. Transferability of Option . This Option may be 
transferred by the holder hereof upon five (S) days prior written 
notice to the Company. 

7. Rights as Stockholder . Neither the Participant nor any 
of the Participant's beneficiaries shall be deemed to have any 
rights as a stockholder with respect to any shares covered by the 
Option until the issuance of a certificate to the Participant for 
such shares . . 

8. Capital Adjustments . If the outstanding shares of Common 
Stock are increased, decreased, changed into or exchanged for a 
different number or kind of shares 'or securities through merger, 
consolidation, combination, exchange of shares, other 
reorganization, recapitalization, reclassification, stock dividend, 
stock split or reverse sto^ split, an appropriate and 
proportionate adjustment shall be made changing the number or kind 
of shares allocated to unexercised portions of the Option. Any 
such adjustment shall be made without change in the aggregate 
Exercise Price applicable to the unexercised portions of the 
Option, but with a corresponding adjustment in the Exercise Price 
for each share covered by such unexercised portions. Except as 
otherwise specifically provided herein, no adjustment shall be made 
for dividends or other rights for which the record date is prior to 
the issuance of the certificate or certificates representing shares 
issued pursuant to the Option. 

,S; . Rights in Event of Death of Participant . if the 

Participant dies prior to termination of the Participant's rights 
to exercise the Option in accordance with the provisions of this 
Agreement without having exercised the Option as to all shares 
covered thereby, the Option may be fully exercised as to the 
unexeroised portion thereof and subject to all other conditions of 
the Plan and this Agreement by the Participant's estate or a person 
who acquired the right to exercise the Option by bequest or 
inheritance or by reason of the death of the Participant, provided 
the period during which the Option may be so exercised shall not 
continue beyond the expiration of the Option or one year from the 
date of the Participant's death, whichever date first occurs. 
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10. stock PurchasRd for Investment . Unless the shares are 
covered by a then current and effective registration statement 
under the Securities Act of 1933, as then in effect, the 
Participant, by accepting the Option, represents, warrants, 
covenants and agrees on behalf of the Participant and the 
Participant's transferees that all shares of Common Stock purchased 
upon the exercise of the Option will be acquired for investment and 
not for resale or distribution, and that upon each exercise of any 

^hisTl furnlsJPWidenc^^atisfactory to the Company (including a 
written and signed representation) to the effect that the shares 
are being acquired in good faith for investment and not for resale 
or distribution. The Participant" understands and agrees that all 
certificates evidencing any of the shares purchased upon the 
exercise of the Option shall bear a legend, prominently stamped or 
printed thereon, reading substantially as follows: 


The shares represented by this certificate have not been 
registered under the Securities Act of 1933, as amended (the 
"Act"), or the securities law pf any state (a "State Act"). 
The shares have been acquired for investment and may not be 
transferred or otherwise disposed of unless such shares are 
then registered under the Act and any applicable State Acts or 
the issuer has received an opinion of counsel, satisfactory to 
the issuer, that such transfer does not require registration 
under the Act or any State Act. 

11. Notices . Each notice relating to this Agreement shall be 
in writing and delivered in person or by certified mail to the 
proper address. Each notice shall be deemed to have been given on 
the date it is received. Each notice to the Company shall be 
addressed to it at its principal office, now 5931 Campus Circle 
Drive, Irving, Texas 75063, Attention: Secretary. Each notice to 
the Participant or other person or persons then entitled to 
exercise the Option shall be addressed to the Participant or such 
other person or persons at the Participant's address specified 
below. Anyone to whom a notice may be given under this Agreement 
may designate a new address by notice to that effect. 

12. No Obligation to Exercise Option . This Agreement does 
not impose any obligation upon the Participant to exercise the 
Option. 


13 . Employment . This Agreement does not confer upon the 
Participant any right to be employed or to continue in the employ 
or service of the Company or any of its subsidiaries, nor does it 
in any way interfere with the right of the Company or any such 
subsidiary to terminate the employment or service of the 
Participant at any time. 
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14. Law Governing . This Agreement is intended to be 
performed in the State of Texas and shall be construed and enforced 
in accordance with and governed by the laws of such State, except 
as to matters of corporate law, which shall be governed by the laws 
of the state of Delaware. 

IN WITNESS WHEREOF, the Company and the Participant have 
executed this Agreement as "of the 19th day of August, 1992. 



/// G 


Social Security Number 


Address for Notice to Participant: 
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S!rEKn:SG~C0HHERCE7~INC' 

1996 STOCK OPTION PLAN 

Stock Option Agreement 

This Stock Option Agreement (the "Agreement") is entered 

corporation (the "Company"), and Sam Myly (the "Participant"). 

The Company and the Participant agree as follows: 

1. Grant of Stock Option . Pursuant to a duly adopted 
resolution of the Special Stock Option Committee on February 12, 
1996 (the "Date of Grant"), the Company hereby grants to the 
Participant, upon the terms and conditions set forth below and 
subject to the terms and conditions of the Company's 1996 Stock 
Option Plan (the "Plan"), an option (the “Stock Option") to 
purchase from the Company a total of 3,000,000 shares of the 
Company's common stock, par value $0.01 per share 

("Common Stock") , at an exercise price per share (the * on 

"Option Price") equal to the price per share to the public of the 
shares of Common Stock offered and sold by the Company in the 
underwritten initial offering of the Common Stock ("IPO"). 
Notwithstanding the foregoing, this Stock Option will be 
effective on the date on which the purchase and sale of the 
Common Stock pursuant to the IPO first occurs and may not be 
exercised prior to such date. Any terms, when used in this 
Agreement with initial capital letters but not defined herein, 
have the same meanings as in the Plan, the provisions of which 
are incorporated into this Agreement by reference. The 
Participant acknowledges receipt of a copy of the Plan. 

2. Time of Exercise . The Stock Option may be exercised, 
in whole or in part, at any time on or after the date on which 
this Stock Option becomes effective, as provided in Section 1, 
without regard to whether the Participant is an employee of the 
Company or any Subsidiary at the time of exercise. In no event 
may the Stock Option be exercised in whole or in part, however, 
after the expiration of the term described in Section 3 below. 

3 . Term . The Stock Option will expire and all rights 
under this Agreement will terminate on the tenth anniversary of 
the Date of Grant. 

.4 ... Restrictions on Exercise . The StP_ck_,.Opt.ion.: 


(a) may be exercised only with respect to full shares 
and no fractional shares of Common Stock will be issued upon 
exercise of the Stock Option; and 

(b) may be exercised in whole or in part, but no 
certificates representing shares subject to the Stock Option 
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wiTI~'6e_c[eIivired if any requisite regisffaTtion wrEh, 
clearance by, or consent, approval or authorization of, any 
govemmental authority of any kind having jurisdiction over 
the exercise of the Stock Option, or issuance of securities 
upon such exercise, has not been obtained or secured. 

5. ‘ Mannar of Exercise. Ihe Stock Op tion may be exercised 

by written notice to the Company of the nmiber of shares being 
purchased and the Option Price to be paid, accompanied by full 
payment of the Option Price (a) in cash or by check acceptable to 
the Company, (b) by the transfer to the Company of shares of 
Common Stock owned by the Participant for at least six months and 
having an aggregate fair market value per share at the date of 
exercise egual to the aggregate option Price {provided that the 
payment method described in this clause (b) will not be available 
at any time that the Company is prohibited from purchasing or 
acguiring such shares of Common Stock), or (c) by a combination 
of any of the foregoing, provided that payment of the Option 
Price may also be made by deferred payment from the proceeds of 
sale through a bank or broker of some or all of the shares to 
which the exercise relates. Any federal, state or local taxes 
required to be paid or withheld at the time of exercise will be 
paid or withheld in full prior to any delivery of shares upon 
exercise. 


S- . Transferability of stock Options . This Stock Option 
may foe transferred by the Participant on five days prior written 
notice to the Company. 

7 . Rights as .Stockholder , Neither the Participant nor any 
of the Participant's beneficiaries will be deemed to have any 
rights as a stockholder with respect to any shares covered by the 
Stock Option until the issuance of a certificate to the 
Participant for such shares. 

8. Adjustments . The number of shares of Common Stock 
covered by the stock Option evidenced by this Agreement, and the 
Option Price thereof, will be subject to adjustment as provided 
in the Plan. No adjustment will be made for dividends or other 
rights for which the record date is prior to the issuance of the 
certificate of certificates representing shares issued pursuant 
to the Stock Option. 

gishfos,. in Event ..of-Death.-of Par t icipant In. the. .event. ..... 

of the death of the Participant, 'the' Stock Optiori” may 'Be” 

exercised by the Participant's estate or a person who acquired 
the right to exercise the Stock Option by bequest or inheritance 
or by reason of the death of the Participant. In no event may 
the Stock Option be exercised after the expiration data set forth 
in Section 3 . 
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10. stock Purchased for Investment . Unless the shares are 
covered by a then current and effective registration statement 
under the securities Act of 1933, as then in effect, the 
Participant, by accepting the Stock Option, represents, warrants, 
covenants and agrees on behalf of the Participant and the 

-Participanti-s-tsaixsferees— that, all- shares^-of— Common— Stock 

purchased upon the exercise of the Stock Option will be acquired 
for investment and not for resale or distribution, and that upon 
each exercise of any portion of the Stock Option, the person 
entitled to exercise the same will furnish evidence satisfactory 
to the Company (including a written and signed representation) to 
the effect that the shares are being acquired in good faith for 
investment and not for resale or distribution. The Participant 
agrees to furnish or execute such documents as the Company in its 
discretion deems necessary to (a) evidence such exercise of the 
Stock Option, (b) determine whether registration is then required 
under the Securities Act of 1933, as then in effect, and (c) 
comply with or satisfy the requirements of the Securities Act of 
1933, or any other federal, state or local law, as then in' 
effect. 


11. Notices . Each notice relating to this Agreement will 
be in writing and delivered in person or by certified mail to the 
proper address. Each notice will be deemed to have been given on 
the data it is received. Each notice to the Company will be 
addressed to it at its principal office, now 8080 North Central 
Expressway, Suite 1100, Dallas, Texas 75206, attention of the 
Secretary. Each notice to the Participant or other person or 
persons then entitled to exercise the Stock Option will be 
addressed to the Participant or such other person or persons at 
the Participant's address specified telow. Anyone to whom a 
notice may be given under this Agreement may designate a new 
address by notice to that effect. 

12. Employment . This Agreement does not confer upon the 
Participant any right to be employed or to continue in the employ 
of the Company or any Subsidiary, nor does it in any way 
interfere with the right of the Company or any Subsidiary to 
terminate the employment of the Participant at any time. 

13. No Obligation t o ptercise Stock Option . This Agreement 
does not impose any obligation upon the Participant to exercise 
the Stock Option. 

14. Amendments ■ The Special Stock Option Committee may, 
without the consent of the Participant, amend this Agreement, or 
otherwise take action, to accelerate the time or times at which 
the Stock Option may be exercised, to extend the term described 
in Section 3 above, to waive any other condition or restriction 
applicable to the Stock Option or to the exercise of the Stock 
Option, to reduce the Option Price and to make any other change 
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permitted to be made under the Plan without the consent of the 
Participant; and may amend the Agreement in any other respect 
with the consent of the Participant. 

IS. Soverplng Law . This Agraement is intended to be 

parfoxi[eil~”ih— tbs' State^ ofM^saas^-anii wiii-ba construed and 

enforced in accordance with and governed by the laws of such 
State, except as to matters of corporate lav, vhich will be 
governed by the lavs of the state of Delaware. 

IK WITNESS WHEREOF, the Company and the Participant have 
executed this Agreement as of the jlJ^ day of February, 1996. 

STERLING COMMERCE, INC. 

By. 

^ ^ 

Sterl^pg L. Williams 

Chairman and Chief Executive 
Officer 



Social Security Number; 
Address for Notice: 
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AMHNnMHMTTO 

NON-ST ATUTORY STOCK OPTION AGREEMENT 

THIS AMENDMENT, mads and entered into as of the JL day of bif/mber. 1995, 
between Sterling Software. Jnc., a Delaware corporation (the “Company”); Sam Wyiy, an 
individual (the “Participant”); and Aundyr Trast Company lindted. Trustee of The Crazy Horse 
Trust, a trust created undear the laws of the Isle of Man (^ransfer«;”), 

W-i- T N ESS E T-TT: 

WHEREAS, the Company and Participant have entered into that certain Non-Statutory 
Stock Option Agteement dated as of November 23, 1994 (the “Option Agreement”), pursuant to 
which the Participant was granted an option to purchase 400,000 shares of Common Stock of the 
Company at an exercise price of $29.00 ptar share (the “Option”); and 

WHEREAS, Participant has transferred and does hereby transfer his right to purchase 
400,000 shares of Common Stock of the Company under the Option Agreement to Transferee; 
and 


WHEREAS, it is necessary and desirable to amend the Option Agreement to reSect such 
transfer. 


NOW, TH^EFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows: 

1 . The Participant hereby transfers and gifts Ws rights, title and interest under and to 
the Option Agreem^t to Transferee effective as of the date set forth above. 


2. The initial paragraph of the Option A^eement is hereby amended in its endi^y to 
read as follows: 



^ Stock Op 


Hus Amended Non«Statutory Stock Option Agreement (the “Agreement”) is 
entered into by and ben^^^er^ing ^^g^ar^ Inc., a Delaware corporation (the 
“Company'), and Aundyi^limtec^ a corporation organized in the Isle of Man, British 
Ides, acting as Trustee ofme The Cra^ Horse Trust, a trust created under the laws of the 
Isle of Man (“Optionee”); the Optionee is the transferee from Sam Wyly of the option to 
purchase shares of the Company’s common stock granted pursuant to the Non-Statutoiy 
Stock Option Agreement dated November 23, 1994, b^een the Company and Sam 
Wyly. The Company and Optionee agree as follows: 


3. At every place where the Option Agre^ent uses the term “Participant”, that term 
shad be replaced with the tenn “Optionee”. 


4. There being no further additions, ddetions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally wrltt^. 
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AMENDMENT TO 

NON-STATUTORY STOCK OP TION AGREEMENT 

THIS AMENDMEKT, made and entered into as of the day of . 19&5. 

between Sterling Software, a Ddaware corporation (the “Compar^; Charles J. Wyiy, Jr. an 
individual (the “Participanr); and Lome Hcmse Trust Linuted, Trustee of The Woody 
In ternational Trust, a trust created under the laws of the Isle of Mao (*Transf^ee”I 

WITNESSETH: 

WHEREAS, the Compare and Participant have entered into tlwt certain Non-Statutory 
Stock Option A^eesnent dat^ as of Novwnber 23, 5994 (the **^tion Agreement"), purauant to 
wNch the Participant was granted m option to purchase 400,000 shares of Common Stock^ of the 
Company at an ex<»rdse price of $29.00 per share (the **<^^ 00 **); and 

WHEREAS, Participant has transferred and does hereby transfer his right to purchase 
300,000 shares of Common Stock of the Company undtt* the Option Agreement to Transf^ee; 
and 


WHEREAS, it is necessary and desirable to amend the Option Agreement to reflect such 
transfer. 

NOW, THEREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows: 

1 . The Participant hereby transfers and gifts his rights, title and Interest under and to 
the Option A^eement to Transferee eftective as of the date set forth above. 

2. The initial paragraph of the Option Agreement is hereby ametxled in its entirety to 
read as follows: 

This Amended Non-Statutoiy Stock Option Agreement (the “Agreement") is 
entered into by and between Sterling Software, Inc., a Delaware corporation (the 
“Company"), and Lome House Limited, a corporation organized in the Isle of Man, 

British Isles, acting as Trustee of The Woody Intemational Trust, a trust created under the 
laws of the Isle of Man (“Optionee"); the Optionee is the transferee ftom Charles J. Wyly, 
Jr. of the option lo purchase shares of the Company’s common stock granted pursuant to 
the Non-Statutory Stock Option Agreement dated Novonb^ 23, 1994 between the 
Company and Charles J. Wyly, Jr. The Company and Optionee agree as follows: 

3 . At every place where the Option Agreement uses the tem “Participant", that term 
sl»il be replace with the term “Optionee”. 

4. There being no fiirthw additions, dictions, modiEcatlons or amendments thereto, 
the Option A^ement shall otherwise renuun in full force and eftect as origiiutUy wriuen. 


Permanent Subcommittee on Investigations 

EXmBIT#66-FN654 


CONFIDENTIAL 

PSI0013206S 




3349 


EXECUTED as of the day and year first above written. 

STERLING SOFTWARE, INC. 



Charles 




J. Wyly, Jr. 


TRANSFEREF,. 

LORNE HOUSE TRUST LIMITED, 
of I'he Woodv Inlemationa! Trust 


'rukee 


By: 

Us. 




'Vr/Ifcffao 
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STMUNG CCaiMERCE, INC. 
IWW STOCK OmON PLAN 


HiBd Amendmiait a Stook Ootion Agreemwit 


This TKid Amendment to Stock Coition Agreement ((his "Amefidatent*) is entaied into 
by and between Sterling Centattrce, Inc,, a Delawap corporation (the "Company"), and 

A. The CoBipasy and Sam Wjdy entered into a Stock C^Xioa Agreoneitt, dated 
February 12, 1996 (the "AgreMnent"). 

B. By Amendment to Stodt Cptioo Agreement, dated Match 7, 1996, Sam Wyly 
transtoned bis rigiks under die Agreement to Aundyr TVust Company limi^, Tmstee of The 
Crazy Horse Trust, a trust created under the laws ofthelsleofMan (“Anndyr"). 

C. By Second Amendment to Stock Option Agreement, dated March 7, 1996, 
Auixiyr transient its tights under the Agreement to thePaitii^past. 

0. Vac good and valuable considetation, lece^ cf which is hereby acknowledged, 
tbe Company and the Paitidpant desire to amend the Agreement as set forth below. 

NOW, THEBEFOKE, the Company and the Participant s^iee as follows: 

L Section 2 of the Agreement is henhy amended in its entile^ to read as follows: 

*2. Time to Bzetetse . The Stock Option may be exercised, is whole 
or in part, at any time cm or after the second bouness day after toe firtf 
annivBtsaty of toe record dale (the “Itecoid Date") estnbfishcd by (he Board of 
Oirectots of Sterling Software, Inc. ("Sterling Software") wito respect to toe 
tpooinl dividend oomustiog of to* dietritiution to all holders of Starting 
Software's common stock, par value S.tO per share, of all shares of common 
stimk, par value $.01 pa sb^, of toe Company owned by Steding Software on 
toe Becotd Date. Notwithstanding the foregoing, in the event of a Change in 
Control (as hereinafter defined) or a threatened Change in Control, all of toe 
unexercised pottkni of the Stock Option wiD become immediately exodseable. 
Whetiiet a Change in Control is threatened win be determined solely by the 
Board. The Stock Option may be metcised without regard to wbether toe 
PaitSc^xint is an employee of toe Cennpany or any Subsidiary at the time of 
exercise. In no event may toe Stock ()[Uian be exercised in whole or in part, 
however, afler the mqpiration of tbe term described in Section 3 below. 

Ear pnipeses of this Agnenunt, a "Chnngo in Control" menns too 
■ — -rttcuwciioecf any of toe following events:- 

(a) the Company is merged, consnIWarral or terngiititrMl Into or with 
another cotporaiku or otoer legal person, and as a result of snch merger, ccmsolittetion 
or leorjaniziOion kss ihmi two-ttiiids of the oomhinad voting power of toe than- 
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214B913245 10TH FLCXJR 


{— -SWy Lf-i OJ po xc^eu. 


n ut^aamifing secsuUo entl&ed to vote gmetally in ths ckctknt of i&ectoni (‘Vutibg 
Stock*) of 5 UoheoipM 3 dDU orj»tsOT innnafiafriy after such ttaosactira] us Md in the 

«g paga>g hy 1 ^ holde rs ssf VotinE Stodc of the Ccuyiuiy immediately prior to such 

ttansaeiica; ~ 

(b) tlte Coa:y»ny saOa oi oihergrise ttantfm aB or substendally aU of its 
assets to aaoCber ooipoiation or other tegal person, and as a result sudi sale or 
transfer less than twcHlmds s! the combined vodiig power of the tbw-mitstaoding 

Vntirif Sto ck of sndi cotpoiatioa or person imm Bdiatel y a fter seek sa le or tsmfer is 

held in the aggregate by ftte holdeta of Voting Stock of tte Contpepf iinmsdiat)dy^& 
to sDch sale ortranster; 

(c) theis is a r^xtit filed on Scbedole 13D or Schedule UD-1 (or any 
successor stkethde, form or 190 a), each as promulgated pursuant to dm Act, 
discloiing tlBt aiiy person (as the term ‘peison* is used in Section 13(d)0) or Secdon 
14<d)(2) of the AcQ has become the beneficial owner (as the term "bmikia^ ownea* is 
dafinid utter Ibite 13d>3 or any luccessor niie or legulatum pnmulgated under the 
Act) of semuiries leprcaeoting 3016 or more of the combined vtniag power of the tei- 
outetanding Voting Sock of the Company; 

(d) the Company files a report or proxy stsfement whh the Securities and 
Bxchange Commissirai pursuant to the Act disdosing in response to Form S-K or 
Scbednls 14A (or any successor schedule, ftmn or report or item therein) that a change 
in control nf the. Crimpimy has ncairmf nr will occur in the fature iwrsuant to any 
then-exisdng contract (« transaction; or 

(e) if, during ai^ period of two consecutive years, individuals who at the 
begimung of any such period ccautitute tee directots of the Company cease for any 
reason to consiimte at 1 ^ a mr^oiity thereof; provided, bower'er, that for purposes of 
tUs dause (e) each diiBCtor who is first eketed, or first nominated for election by the 
Company's stockholders, by a vote of at leak two-thirds of the diiecUns of the 
Con^y (or a cotnmittee thereof) then still in otfioe who woe directors of the 
Company at the beginning of any such period will be deemed to have been a director of 
the Coaqrany at the beginntng of such pmiod. 

Notwithstanding the fotegtdng provisions of clauses (c) or (d) above, unless otosrwise 
detennlaed in a ^ledfic ease by majority vote of the Board, a 'Change in Contror will not be 
d wemwl to have occanEsd for pciposes of clause <c) or dause (d) above solely because (A) the 
Company, (B) a Srdsidiaty, (C) any Company-^nsored en^doyee stock ownersh^ plim or 
any ote em^yee bendit plan of the Company or any Subsidiary or p) Steriiag Software, 
Im;. or auy uf jU wkdly owned subsidiaries (eoBeetively, ’SSW”) either files or hoeoaies 
obligated to file a iqioit or a proxy statement muter or in response to Schedule 13D, Schedule 
Form 8 -K or Schedule 14A (or any successor schedule, form or report or itan thenrin) 
_undcjr^_Am diaotoaii^ iwn uHaiut uw a«nji%, by il or sMtas e-T Voting Sitock ot tire Uompany, 

wKeagf Itr cKbesa ttf 20 % w otieiwSie, or because the'COT^iiy~BpS5'tfiatTdSapriB 
contad of the Company has occurred « will occur in the future by reason of such beneficial 
owiunhip or say incaeasc or deoeas* thereof; jnovidMt, hnwnviw. thar the Rxnfutinn 
contained in clause (D) above with respect to the beneficial ownership of Vodng Stock of the 
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2143916245 10TH FLOOR ' F-4ti4 i-JBa r-naj uj ^ 

Coa^my by SSW wSl e^ie, mtbsm ftutiier action, cfTectivs as of the date on whidi SSW 
no loos^ hensficially owns inaie than 10% of the ootstandiiig Vothig Stock ae Com{say.* 

2. In alt les^pacK, the trams of the AgieraiKnt will remak in fiitt Goice md 

effect. 

nis AtneadiBemisdfectiyeasofSeptEmbralS, 1996. 

sTEHiaiKj-eadMSRi^Bje; 

By: ^ 6. ^ 


PARHOPANT 

Mobraiy limited, an Isle of Man coipoiation 
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AMENDMENT TO 

NON-ST ATUTORY STOCK OPTION AGREEMENT 

THIS AMENDMENT, made and entered into as of the day of Pecemtzjt.^, 1995, 
between Michaels Stores, Inc., a Delaware coiporation (the “Company”); Charles J. Wyly, Jr., an 
individual (the “Participant”); and MeesPierson (Isle of Man) Limited, Trustee of The Maroon 
Creek Trust, a trust create! under the laws of the Isle of Man ^Transferee”). 


WITNESSETH: 

WHEREAS, the Company and Participant have entered into that certain Non-Statutory 
Stock Option Agremient dated as of the 1 9th day of August, 1992 (the “Option Agreement”), 
pursuant to which the Participant was granted an option to purchase 300,000 shares of Common 
Stock of the Company at an exercise price of $20,625 per share which price has been reduced to 
$17.00 pursuant to the attached amendments dated September 28, 1995 (the “Option”); and 

WHEREAS, Participant has transferred and does hereby transfer his rights under the 
Option Agreement to Transferee; and 

WHEREAS, it is necessary and desirable to «nend the Option Agreement to reflect such 
transfer. 

NOW, THEREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows; 

1. The Participant hereby transfers and gifts his rights, title and interest under and to 
the Option Agreement to Transferee effective as of the date set forth above. 

2. The initial paragraph of the Option Agreement is hereby amended in its entirety to 
read as follows: 

This Amended Non-Statutory Stock Option Agreement (the “Agreement”) is 
entered into by and between Michaels Stores, Inc., a Delaware corporation (the 
“Company”), and Lome House Limited, a corporation organized in the Isle of Man, 
British Isles, acting as Trustee of the The Maroon Creek Trust, a trust created under the 
laws of the Isle of Man (“Optionee”); the Optionee is the transferee from Charles J. Wyly, 
Jr. of the option to purchase shares of the Company’s common stock granted pursuant to 
the Non-Statutory Stock Option Agreement dated August 19, 1992, between the 
Compjmy and Charles J. Wyly, Jr. The Company and Optionee agree as follows: 

3. At every place where the Option Agreement uses the term “Participant”, that term 
shall be replaced with the term “Optionee”. 

4. There being no ftirther additions, deletions, modifications or amendments thereto, 
the Option Agr^ment sh^l otherwise remain in full force and effect as originally written. 
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EXECUTED as of the day and year first above written. 



PARTICffANT 



Charies J. Wyly, Jr. 


TRANSFEREE 

MEESPIERSON (ISLE OF MAN) LIMITED, 
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AGREEMENT TO 
TU ANSFER STOCK Om(M« 

AND _ 

A^1K^T>STQ CXQmONAC RgEMENT - — 

THIS AGREEMENT is mad'.- ihe 23"" day of July. :aX)2. (^puter Associates titematjonal. 

Inc. (the "Company”), Charies 3. Wyl;. . .ir. (‘'Optionee”) and Qu^Ie limited (^Transferee”). 

WHEREAS, the Cotnf^y a>id Optksiee have previously executed as Option Agreemeot dated March 
31,1 997 (die “Option A^ecmait"), pursuant to vsiaich (^Jtiooec was issued an option to purchase 56340 shares 
of the Company’s Common Stock at sin exercise price of $24.1835 per share(&e ‘Dptioo”X and 

WHEREAS, Optionee represents that he has, to date, exearcased the Cation for an aggregate of-0- 
shares; and 

WHEREAS, the Opticn Agrevincnt allows for the iransfa' of the Option upon five days writtai notice 
to the Company, and 

WHEREAS, Optionee wishes to transfer his rights luider die Option and the Option Agreement with 
respect to 56340 iharcs of the Coiujjany Common Stock (die “Transfared OptKXt Shares”) to Transferee; 

NOW THEREFORE, toe parties agree as follows: 

1 . The five-day notice period is hereby waived by flic Secretary of the Company pim a'i. it to Sectioi:- (I ' r 
the Optico AgreeiROjt 

2. Optionee hereby gives notice to Company that it is cxerci^g its ri^t to Uajsfer tire Option pursuard to 
Section 6 of the Option AgrecmenL 

3. The Option Agreement is hereby amended to rsflecl that the Transferee is the Optim holder with 
respect to the Transferred Option Shares. 

4. Transt'eree shall Iw cntit!a.1 to all ofthe rights ofOptionee under and pursuant to the Option Agreeinail 
wifli respect to the Tnatsferred Optiem Shares and, by executing this agreement, the Transferee asre*s to be 
bound by all of the terms of the Optioit Agreement 


5, Ail parties adcnowledge that the transfer of the Transferred Optiwi Shares by Optionee to Transferee is 
a taxable transaction to Optionee and that Oplionse shall be re^onsible for tl'.c r ^xwtingof such tronsactioD and 
payment of any taxes with reject therdo. 

Executed as of the date set forth below. 


COMPAJNY; 

Computer Associates loternational, Inc 


TRANSFEREE: 
Quayk Limited 


Title: 

Pate: 
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AGREEl^tENTTO 
TRANSFER STOCK OPTIONS 
AND 

AMEND STOCK OPTION AGREEMENT 


THIS AORkEME^Ti is made the day'bf July, !Z002^ brtween iJotnputer AssoaateslitOTational, 

Inc. (file “Company”), Charles J. Wyly, Jr. ("Optionee”) and Quayle Limited ("Transfa-ec”). 

WHEREAS, fee Company and Opticoee have prcviondy execided an Optical Agreemtsjt dated October 
8, 1 996 (fee “Cation Agreement”), pur^ant to ■which C^tionec vras issued an option to purdiaa: 450,720 jhares 
ofthe Company’s Common Stodc at an exercise price of $25,071 per diare (fee “Cation”); and 

WHEREAS, Optionee represeits that he has, to date, exercised the Option for an aggregate of-0- 
shares; and 

WHEREAS, the Option Agreement allows for the transfer of fee Option upon five days written notice ^ 
to fee Compniiy, and 

WHEREAS. Optionee wishes to transfer his r^hts under fee Option and flic Option Agreement with 
respect to -150.720 ^ares of the Company Common Stock (fee “Tranrferretl OfAion Shares”) to Transferee; 

NOWTHEREFORE, fee parties agree as follows: 

1. The five-day notice period is hereby waived by fee Secretary of fee Company pursuant to Section 6 of 
the OptifKj Agreement 

2. C^tionee hereby gives notice to Company that it is exercising its right to transfer the Option jKirsuant to 
Section 6 of fee Option Agreement 

3. The Option Agreaijcnt is hereby amended to reflect that the Transferee is the Option holder with 
respect to the Transferred Option Shares. 


4. Transferee shall be entitled to aH of fee rights of Optionee under and pursuant to fee Option Agreement 
wife respect to fee Trijnsfcned Option Shares and, by executing this agreement, the Transferee agrees to be 
bound by all offee lemis of fee Option Agreement 

5. Alt parties aclmovvledge feat fee transfer of the Transferred Option Shares by Optionee to Transferee is 
a taxable transaction to Optionee and (hat Optionee shall be re^onsible for the repK>ning of such transaction aixl 
payment of any taxes with respect thereto. 

Executed as offee date set fertfa below. 


COMPANY: 
Computer Ass 

By: 


edates Into 

w 


>^ate$ Intonratlonal, loc 


Title: £>^€2. < ^ 


Date: 




OPTIONHOLDER 




Charies J. Wyly, ir. 


TRANSFEREE: 
Limited 




Date: 




n.^oo>- 
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ACREEMENTTO 
TRANSFER STOCK OPTIONS 
AND 

AMEND STOCK OPTION AGREEMENT 


THIS AGREEMENT is made &e 23"* day of July, 2002, between Computer Associates International, 
Inc (the “Company"), Sam Wyly (“Of^onee”) and Greenbriar Limited (“Transfcrce”). 

WHEREAS, the Con^any and Optionee have previously executed an Option Agreement dated October 
8, 1996 {the “Option Agreement”), pursuant to which Options was issued an option to purchase 859,1 85 shares 
of the Company’s Corranon Slock at an exercise price of $25,071 per share (the “Option”); and 

WHEREAS, Optionee represents that he has, to date, exercised the Option for an aggregate of -0- 
sharesr, and 

WHEREAS, the Option Agreement allows for the transfer of the Option upon five days written notice 
to-the Company; and 

WHEREAS, Optionee wishes to transfer his ri^ts under the Optiat and the Option Agreement with 
respect to 859,185 shares of die Company Common Stock (&c “Transferred Option Shares") to Transferee; 

NOW THEREFORE, the parties agree as follows: 

1 . The five-day notice period is hereby waived by the Secretary of the Company pursuant to Section 6 of 
the Option Agreement 

2. Optionee hereby gives notice to Company that it is exercising its right to transfer the Option pursuant to 
Section 6 of the Option Agr^ment 

3. The Option Agreement is hereby amended to reflect th..; the Tran.- feree is the Option holder with 
resj - :t to the Transferred Option Shares, 

4. Tr^feree shall be entitled to all of the rights of Optionee under and pursuant to the Option Agreement 
with respect to the Transferred Option Shares and, by executing this agreement, the Transferee agrees to be 
bound by all of the teims of the Option Agreement 

5. All parties acknowledge that the transfer of die Transferred Option Shares by Optionee to Transferee is 
a taxable transaction to Optionee and that Optionee shall be responsible for the reporting of such transaction and 
pa- mcnl of any taxes wiA respect thereto. 

Executed as of the date set forth below. 
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AGRJEEMIOTTO 
TRANSFER STOCK OmONS 
AND 

AMEND STOCK OPTION AGREEMENT 

THIS AGREEMENT is made the 23*^ day of July, between Computer Associates International, 

Inc. (die ‘t:k>mpany’^, Sam Wyly C'Opticmee”) and GrcCTbriar Umited (‘Transferee”), 

• WHEREAS, the Company and Optionee have |aevi<MKly «cecuted an Option A^eemwit dated March 
31,1 997 (the “Option Agreement”), pursuant to which Optionee was issued an option to purchase 1 12,680 shares 
of the Conq>any’s Common Stoclc at an exercise price of $24.1835 per share (the “Option’'); and 

WHEREAS, Optionee represents that he has, to date, exercised &e Optiwi for an ag^egate of-D- 
share^ and 

WHEREAS, the Option Agreement allows for die transfer of the Option , upon five days writtMt notice 
to Ae Company, and 

WHEREAS, Optionee wishes to transfer his ri^ts under the (^ion and the Option Agreement with 
respect to 1 12,680 shares of the Company Common Stock (the ‘Transferred Option Shares”) to Transferee; 

NOW THEREFORE, the parties agree as follows: 

1 . The five-day notice period is hereby waived by the Scerttary of the Company pursuant to Section 6 of 
the Option Agreement. 

2. Optionee hw'eby gives notice to Company that it is exercising its right to transfer the Option pursuant to 
Section 6 of the Option Agreement. 

3. The Of^ion Agreement is hereby amended to reflect that the Transferee is the Option holder with 
respect to the Transferred Option Shares. 

4. Transferee shall be entitled to ail of the rights of Optionee under and pursuant to the Option Agreement 
widi respect to the Transferred Option Shares and, by executing this agreement, theTrarrsferee agrees to be 
bound by ail of the terms of the Option A^eement. 

5. All parties acknowledge that the transfer of the Transferred Cation Shares by Optionee to Transferee is 
a taxable transaction to Optionee and that Optionee shall be responsible for die repoiting of such transactiem and 
payment of any taxes with respect thereto. 


Executed as of die dade set forth below. 
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000 

MILUMAN & ROBERTSON, INC. 

Actuaries and Consultants 


3S00 First Intentate Bank 
1445 Ross Avenue 
Dallas, Tens 7S^&^2711 
Tclepbonc: 214/855-9100 
Fax; 214/6554)950 


Apit 3(^1992^ 


Mr. Chades I Wyly, Jr. 

SOS) North Central Expressway 
Suite 1100, LB-31 
Dallas, Texas 75206 

Bjc: Prmtie Amadty Agreement Between Charles J. Wyfy, Jr. and Roaring Creek Idmited 

Dear Mr. Wyly: 

As requested by Sharyl Rob^tstm, we have calculated the annual annuity payment under the 
I^vate Annu^ Agreement between Charles J. Wyly, Jr. (Annuitant) and Roaring Creek 
Limited (Obligor). 


Our calculadoQS indicate that the annual annuity payment, vsdth die first 
payment to be made on November 1, 1998 and to ccmtinue for your lifetime, 
is$70a,$4$. 


Our calculations were based on the following information: 

»> Birth date of Cfwfos J. W^, Jr.: Octi^Mr 13, 1933 


» Value of eecurWes b&ng aansferred 
under ffre terms of ffte agreement: 

» Agreement date: 

» Invest rate ^lecified fn agreement: 


$3,304,687 
April 13. 1992 

8.4% eoR^iounded annuaity 


The amcRint of the annual annuity payment was calculated accmdlng to the provisions of 
Sectiim n of the Annuity Agreement. The emnuat annuity payment of $708, $45 Incudes the 
Interaat adjtatmmit (at 8.4% compounded annuaity) for the deferral pertod between Vie agree- 
ment data and the annuRy atatUng date (November 1, 1998) as specified by Section Z4(b) at the 
Agre^amt. 


Allnoy • AUMta • BoMoa • C^ksgo • CawiBiaati • Dallas t Oeav«r • Martin • Hoaitan 
Indianapolis • irviiw ■ Lm Aisles • Milwaukev * Minneapolis « New York • Oasaha » nuladelphia 
Pbrcnis • Pordand > St. Lmdi • Sait Lake City • Sta Dtefo • San rtaaciseo • SeaBie • Bkshi^toa, DXI. 

Infernsdonaliy WOODROW MILUMAN 
Australia • Austria • Belgium » Bermuda • Canada > Channel Islands • Denmark 
France • Gennany . Ireland • Italy • Mexico • Netberiands • New Zealand • Norway 
Philippine • %un • United KlngdtHn • United States • West Indies 
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Mr. Charles J.Wyty, Jr. -2- 


ApritJO, 1992 


In accoidance with Section 2.3 of the Agreement, our calculation utilized the Table R(l), baaed 
on life Table 80 CNSMT Single Life ^mainder fector using an interest rate of 8.4%. This 
factor was retrieved from the table published in haemal Revenue Service Notice 89-60 and has 
a value of .33528 for age 65. The age 65 annuity factor produced ftom this value is: 


i = 7513333 

-..084 


WijSi respect to Private Annu% Agteemem, the role of MHliman & RobestsoQ was stiktly 
cDoilned to calculating the annual annuity payment called for under the provisions of Section H 
of die Agte^^ment. We are not rendering an opinion on any other aspect of this transaction. 

Ptease 1^ us know if you have any questions or if we can provide you with any additional 
infcnination. 


Cer^d by: 


Eric AmmanOa FSA 
Consulting Ac^ua^ 


EA/MJ27gss 

cc: Roaring Creek limited 

Attendon: Sharyl Robertson 
One East First Street 
Renoa Nevada 89501 


Reviewed by: 



CAWfWMYUPSVIE^LEr.Wn. 


MDXIMAN & ROBERTSON, INC. 
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Apia 30, im 


000 

MELUMAN & ROBERTSON, INC. 

Actuaries and Consultants 


S800 Pint laterstate Bank 
1445 R«8 Avenue 
Dallu, Texu 75302-Z7II 
Tel^hone: 2}4/SSS>0}0& 
ikx: 214/85!M»59 


Mr. Sam Wyly 

8080 North Central Expressway 
Suite 1100, LB-31 
Dallas. Texas 75206 

Re: Private Atmuity Agreement Between Sam Wyly and Morehouse Limited 

Deax Mr. Wyly: 

As requested by Shazyl Rolwitson. we have calculated the annual annuity payment under the 
Private Aimuity Agreement between Sam Wyly (Annuitant) and Morehouse Linuted (Obligor). 


Our calcul^ons indicate that the annual annuity payment, with the riist 
payment to be made on November 1, 1999 and to continue for your lifetime, 
is $600534. 


Our calculatkns were based on die following inftmnation: 


» BIrtfi date of Sam Wyly: 

» Value of securities being irans^ed 
under the terms of the agreement: 

f Agreement date: 

^ Interest rsde specified in agreement: 


October 4, 1934 

$2,584,653 
April 15,1992 

6.4% compounded annually 


amount of the annual annuity payment was c.alcnlatcid according to the provisions of 
Secrion n of die Aimohy Agreement The annual annuity payment of^00,S$4 ktefudes the 
latemst adjustment (at 8A% comfiounded annually) for dm de^rraf period between the agree’ 
metd date and the annutty start^ date f^onendter T, 1699; as spectfied by Section Z4(b) of die 
J^reemmt 


Aibuiy •Atlanta* BtWsn •ChieigQ* Ciaeiwati • Dailaf • Denver •Hartford • HouMon 
Indiawqtolif •Irvine* Lo«Aafelea*Mawaulwe«Min0e)^i«« New VwkvOataha • PUia^pltia 
nioenia • Porasad • Loaie * Salt Lake Cb)’ • San Die|D • San Pranemo • Snctlc • VMIngtan, S.C 

Internationally WOODROW MILLIMAN 
Auatndia • Austria • Belgium • Bermuda • Canada > CSiannei islands • Denmark 
France • Germany • Ireland ■ InUy • Mexico • Neihetlanda • New Zealand • Norway 
Philippines • Spain • United Kingdom • United States • West Indies 
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Mr. Sam Wyly 


. 2 . 


April 30, 1992 


In accoidance wife Scrtion 23 of the Agnscmeitt, our calculation utilized the Table R<1), based 
cat Life Table 80 C3^SMT Single Life Remainder factor using an inteiest rate of 8.4%. Tlus 
factor was letrkved from Ac table piblislttd in Internal Revenue Service Notice 89-60 and has 
a value of .33528 for age 65. The age 65 annuity factor produced from this value is: 


1 ~ .33528 
-.084 — 


= 7.913333 


Widi respect to the Private Annuity Agreement, the role of MiUiman & Robson was so^y 
n> calculating the annual annuity paym^t called for under die provisions of Section Q 
of the Agreement. We are not rmleiing an opinion on any other aspea of this transaction. 

Please let us Imow if you have any questions or if we cm provide you widi any additiemai 
information. 


Certified by : ^ 



Eric Ammann, FSA 
Consulting A^aiy 

EA/MJ2/gss 

cc: Morehouse Limited 

At^ndon: Sharyl Robertson 
One Ea:^ First Street 
l^ao, Nevada 89501 


Reviewed by: 



OiWftKWVLPrflBM^T.Wn. 


MILOMAN Se ROBERTSON, INC. 
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MnUMAN & ROBERTSON, INC 

Actuarii^i and Consuitants 

3SQ0 Ftm liuenan &«Bk 
144S Ron Amif*e 
INiUu.lVsxu7«n-nu 
TckpiMwe: X14/a6S4iM 
fkx: 2X4/S55>09a0 


Apia 30 . 19 ^ 


Mr- Sam Wyly 

8080 NoRh Central Ex|«essway 
Su^ ilOO, L3-3I 
Dallas, Texas 75206 

Re: Private Annrdtj Agreement Between Sam Wyfy and Richland Limited 
Dear Mt. Wyfy; 

As zeqpesttd by Sharyl Robertsoo. we have caioilalBd the amnal anmnty payment the 
Pdvam Annmty Agxesmem between Sam Wyly (Amnntam) md KyJiland Limited (Obhgor). 


Out catetxladons indicate that the annual anmoty payment, with the first 
payment to be made (m bTovember 1, 1999 and to contxane for year lifetime, 
is STOAOCa. 


Onr calcoladons were based on the following infomudon: 


» Birth date of Sam Wyty: 

» Vahie of securitfas baino frans/iarrsd 
under me terms of die agraement 

» Agreement data: 

*• Interest rate speedfed fn agreement 


October A 1934 

$3,030,000 

April IS, 1992 

M% compounded anmiaOy 


The amount the annual annuity payment was cakalated accoidmg to the piovisunxs of 
Section II of the Ammity Agremnent 77w enmaf amutty payment el 9704,009 Includes the 
kmrest adjustment (at 8^% eompounded annuaBy) fdr the detemi period Oetweea the agree- 
metd date and the annutty starthtg data {Novemher 1, 1999) as speetnad by Section Z,4(b) of the 
Agreement 


Albwif • AtlMtt • BoMdb • CUof* « CUeisoMi « IMtas • Daw • Hwifefri « 
lacUaBapotU • Irvine • Lot iinfl w • UiU«nM« « Mlii— p»ii« • N«v • miacMpkin 

Ptwenix • Panl»a • Si. tMiif • S«k UJw City • Sm Oi^ • Sm fnuKiaco » " — |[i • 'ffhihin|inn. Q.C 

iMcmukMwny WOODROW Mn.LlM.AN 
AuitraSia • Aiictrta • Beijpiiai « S^nnads • ■ Chaniicl Islancla > Dcnainric 

France « Cmnany • (r^and « Iiai* • Mexico • NeUKrianda . New Zealaad • Norway 
PhilippiRcs • Spain « United Kingdom • Uaiced States . West Indin 
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Mr. Sam Wyly 


- 2 - 


April SO, 1992 


£:i acccndai^ with Sectuxi 2J of dw Agnssmeot, calcnlarinn qtiHzed die Tidiie R(1X based 
on life Table 80 CNSMT Siogle Life Bemainder factor using an inttzest fflte of 8.4%. Hiis 
hctar was retrieved from the taUe jmblxdied m Internal Revenue Service Hodce 89-60 and has 
a v^iue of .33528 fez ^ 65. The age 65 annnity factor produced frc»n diis vahie is: 


1-3352$ 

.084 


- *-7513333 


With respect to the l^vate Aomuty Agteenwnt, die role of h^SUsnan & Robertson was firicaiy 
confiiwd to (akmlaring the amoal amnrity paymem called fat under the proviriims of Sectum H 
of the Agreement. We ace not lenderisg an opmiem ots any other aspect of this tcans^XlaiL 

Fkase let us know if you have any quesdou or if we can provide you with any sddMosal 
information. 



HA/M7Z/gss 


cc: lUdilaad limited 

AtUiriton: Shacyl Bobectson 
One East Hist Street 
Reao. Kevaia 89501 


c^ncwyu«HEi>.ur.wvt 
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MHUMAN & ROBERTSON, INC 

Accuaries and Consitltants 

3800 I^rst Jstmtmt Bank 
I44S Riuui AvcnM 
DtUo, Texm 752»-r!l 
Tetcpbows 214 / 85 M 1 M 
Fax: Z14/859^»50 


April 30, 1992 


Wr, Sam Wyly 

8080 Nonh Cemral Ea^iessway 
Suite UOO, LS-31 
I^Ilas, T»as 7S^ 

Rs: JPrmifie Anmi^ Agreemem^ Betwtm Sam Wyfy a>td East Baton Bouge Umi^d 

Dear Mr. Wyly; 

As zeqoesffid. }yy Shacyl Rcbertam, we have calculated the armwai anmury payment under the 
Private Annai^ Agteement between Sam ^ly (Anmotaot) and East Baton Ronge limited 
(OWigor). 


Our calculations indicate that the annuai anmnty payment, with die fizst 
payment m be made on November 1, 1999 and to ccmrinue for your liferime, 
is S1^3e,34Z 


Our caloilations were based on the foUowing in&irmation: 

» Bkth of Sam Wyly: October 4, 1934 

» Vamo ot soaoiSea b^ng tramianod 
undoe Iho terms of dioagro^norS: 


» Agraamamdaia: 


Apra 13. 1992 


» tntarast tate spe^Sad In agmmant M% coinpoiinded annuaBy 


The anumnt of the annnal aniuity payxnem was accmdiag to the jffovisions of 

Section n of the Annuity Agreement TAe annusfanAuAypeyiiMnre/ 91.53^342 IrieAfdee the 
kttaraotad^safyrm^(^aA%campouadodaimtaity)forinadatanalpartodbotmonttioagrao- 
nmnt tUdo md tho aemuny a^ng data (Bmeamdar 1 , lsgsjaaspo^nadaySaeOonZ4(p;oftfta 
Agraomant 


AJfaaajr • Attefn • B«s«aa • Chioiw • CadoaMi • Mlw • tk*«»cr • KHtfeni • HgtWM 

I n d rtw pBlii » Inw • U» « tChwfcw . Wbb m p. Ui » Heir YW* « < PWbM^ia 

Phamx • FanlMd a St. Le«ik a $•« laJui Ckf • Sm Oitf* a Sm FfiiUin a Saul* . WMUafta*, O.C. 

fnierMCMMailr WOODROW MltXlMAN 
AtutnlU a Au«m * Beifium * Bermuda a Canada a Chuod UUnda a Dcamark 
France a Genaaojr a Ireisnd • Italy a Mexico # Nedterlaitda a ,N«w Zeaiaod • Norway 
Philippines a ^ain a United Kin^ent ■ United States a West lodies 
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Hr. Sam Wyty 


April 30, m2 


£a xcmdance wi&. Secdoa 23 of the Agieement, our calcoiadon ^ TaUe R(l). based 
on Life Table 80 CNSMT Sii^ Uie RRoaioder factor asing an iotsiest rats of 8.4%. Has 
factor was retrieved horn the ^le published xa huernal Revouie Service Notice 89-dO and has 
a vahie of 33528 foe age 65. The age 65 annuity faettx produced from diis value is: 


1 - 33528 

- .084 - 


7313333 


'With respect to the Private Anaoiry AgRemeat. the role of hfillimaD & Robertson was so^y 
crafrned to fajyrnia tin g tt» aramai animity payment called for aider the provisiais of Secdon S 
of the AgreemenL We are not leodenng an opinion on any other aspect of this oansactiai. 

Please let us know if you have any qtRsdoos or if we can provide yon with any additional 
infonnation. 

CerMed by: j 

Brk; Ammann, FSA 
Coosnlting Aonary 

HA/MXZ^gss 

cc: East Baton Rouge limited 
AiUntum: Shai^ Robertsoi 
Chie East Fiat Street 
Reno, Nevada 89501 


Reviewed by: 



MILUMAN Se ROBERTSON, INC. 
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MII .LIMAN & ROBERTSON, INC. 

Actuaries and Consultants 


3800 iFirat Interstate fUsk 
144S Ross Avenue 
Dallea. Texas 75202>Z7ll 

Tde^o^ 

Fui 21^855*0950' 

April 30, 1992 


Ms. Caroline D. Wyly 
c/o liifr. Charies I Wyly, k. 

8080 North Central Expressway 
Suite 1100. LB-31 
Dallas, Texas 75206 

3?e: PnyaU Anntaty Agreement Between Caroline D. Wyly and Maroon Limited 
Dear Ms. Wyly; 

As requested by Shaiyl Robertson, we have calculated the annual annuity payment under the 
Pdvae Annuity Agreement between Caroline D. Wyly (Annuitant) and Maroon limited 
(Obligot). 


Our calculations indicate that the annual annuity payment, with die fiist 
payment to be made on March 1, 1999 and to continue for your lifcnme, is 
ST27,$8S. 


Our calculations were based on the following infonuation: 


Birth data at Caraino D. Wyty. 


February 23, 1934 


> Va/us o! SBcurfSes baing transferred 
under the terms of the ag’eerrtent: 

Agreement date: 

<■ Interest rate spedtied in agreement 


53,304,687 
April 13, 1992 

6A% compounded aitnualfy 


The amount of the annual annuity payment was calculated accuidrng to the provisions of 
Section Q of the Annuity Agreement. The annual annuity payment off727,BaS htdttdes the 
Interest adjustmertt (at BA% compounded annually} for the dHerral period between the egree- 
ment date and the armutty sorting date (March 1, 1999) as specified by Sectton Zd(p) at the 
Agreement 

A^kaiif • Aikinci « Boatoa • CUatga « CioctBaui » 2>xilM > Ovnver • Hanford • Hotuton 
fadUinpoiis • irviaa « hot Angelss • Milwaukco • Mionoopeiu • New York • Omaha • Phiiadeiphta 
Pheesux • Ponland • St. Louia • Salt Laic* Ckp ■ Sw Dkefo • Saa Ennciaco « Seattle • MAuhinsum. O.C. 


Auatniia 
France • GerinJ 
PhilipJ 


e wnnnwow milliman 
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Us. Caroline D. Wyly 


■ 2 - 


April 30. 1992 


fa accordance with Section 23 of the Agreenieat, our calculation atiliied the Table R(l), bfflcd 
on life Table 80 CNSMT Single life Remainder factor using an interest rate of 8.4%. This 
factor was retrieved fiom the ^le paVBsbed in fatsmal Revenae Service Notice 89-60 and has 
a value of .33528 for age 65. The age 65 annuity fector produced &om this value is: 


r- 33528 
384 


- 7.913333 


Wife respect to the Private Annuity Agreement, die rob of Milliman & Robeitson was strictly 
conSned to cakuiaring the annual annuity payment called for under the provisions of Section H 
of the Agreement We are not rendering an opiniiHi on any other aspect of this transactitm. 

Please let us know if you have any questions or if we can provide you with any additional 
information. 


Certified by: 


tyjf. j 




Eiik: Ammann, ¥SA 
Consoltmg Actuary 


EA/MDZ^gss 


cc: Marooa Limited 

Attenihn: Shaiyl Robertson 
One East Hrst Street 
Reno, Nevada 89501 



C^WmKVWVLPStfKP-ier.WYL 
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ASSIGNMENT AND ASSUMPTION AGREEMENT 


This Assignment and Assumption Agreement (the "Agreement") is entered into as of the 
13th day of April. 1992 , by and between Roaring Folk limited, a Nevada cotporation 
-PAssignorl!)._^an(llnmjng^Fprk^UHiii^ an Isle of Man Cotporation ("Assignee"). 


WllHESSElH: 


WHEREAS, Asrignor has entered into that catain Private Annuity Agreement dated 
April 13, 1992 (the "Annuity Agreement"), by and between Assignor and Caroline D. Wyly (the 
"Annuitant"): and 

WHEREAS, pursuant to the terms of the Annuity Agreement, Assignor is obligated to 
make certain payments to Annuitant (the "Annuity Obligation"); and 

WHEREAS, in consideration of the Annuity Obligation, the Amiuitant assigned to 
Assignor all of Annuitant's right, title and interest in and to the securities identified in Schedule 
"A" attached hereto (the ’Securities'); and 

WHEREAS. Assignor wishes to be relieved of its financial responsibilities and other 
obligations with respect to the payments under the Annuity Agreement; and 

WHEREAS, Assignee deems it advisable and in the best interests of Assignee to assume 
Assignor's obligations under the Annuity Agreement in consideration of the receipt by it of the 
Securities. 

NOW, THEREFORE, in consideration of the premises, the mutual agreements herein 
contained, and other good and valuable consideration, the receipt and sufficiency of which are 
hereby acknowledged, the parties hereto agree as follows: 

1. Assignee herdjy agrees to assume the liability to make all payments due under the 
Annuity Agreement and to assume all other obligations of Asrignor under the terms of the 
Annuity Agreement from and after the effective date of this Agreement, and to hold Assignor 
harmless from any further liability under the Annuity Agreement with respect to any annuity 
payments that may become due and payable thereunder in the future. 

2 . In consideration of the assumption of (he Annuity Agreement by Assignee, 
Assignor hereby assigns all right, title and interest of Assignee in and to the Securities. 

3. Assignor hereby expressly warrants that, as of (he effective date of this 
Agreement, it owns all right, title and interest in and to the Securities and that it has the right 
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and power to dispose of the Securities to Assignee in accordance with the terms and conditions 
set forth herein. 


4. Assignee hereby agrees and expressly warrants that it will noti^i Annuitant of the 
existence and effect of this Agreement and vdll provide Annuitant with a ct^y of ttiis^ 
Agreement. 



IN WITNESS WHEREOF, the parties hereby enter into this Agreement to be effective 
for all purposes as of the dale first above written. 


ASSIGNOR: 

ROARING FORK UMITED, a Nevada 
corporation 

Its: .._if.i^jL,„-:;fer«-Of 

ASSIGNEE: 

ROARING FORK LIMITED, an Isle of 
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SCHEDULE "A" 


Non-Statutor}' StO(^ Option to purchase 166300 Shares of the CmnmoB Stock, $0.10 
par value per share, of Sterling Software, Inc., issued pursuant to Non-Statntor]' 
StockOlpfJm Agrrane^ dated September 16, 1986, amended January 13, 198$ and 
May 1,1989. ' 

Series B Warraid to purchase 101,182 shares of Ote Conunml Stock, $0.10 {Mr value 
per share, PT SterUng Software, Inc., issued pursuant to Series B Wanant 
Certificate dated August 13, 1985, amended January 13, 1988 and May 1, 1989. 

Series E Warrant to purchase 16,000 diares of the Common Stock, $0.10 par value 
per share, of Sterl^ Software, Inc., issued pursuant to Series E Warrant 
Agreement dated January 3, 1989. 

Series E Warrant to purchase 32,000 shares of the Common Stock, $0.10 par value 
per share, of Sterling Software, Inc,, issued pursuant to Series E Warrant 
Agreement dated January 3, 1989, amended May 1, 1989. 

Series F Warrant to purchase 8,750 shares of the Common Stock, $0.10 par value 
per ^are, of Sterling Software, Inc., issued pursuant to Series F Warrant 
Agreement dated January 3, 1989. 

Series F Warrant to purchase 11,500 shares of the Common Stock, $0.10 par value 
per ^are, of Sterling Software, Inc., issued pursuant to Series F Warrant 
Agreement dated January 3, 1989. 
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ASSIGNMENT AND ASSUMPTION AGREEMENT 


TTiis Assignmeait and Assumption Agreement (the •Agreement") is entered into as of the 
150) day of April, 1992, by and bMween Tensas Limited, a Nevada corporation ("Asagnor"), 
and Traisas Limil^, an Isle of Man Corporation ("Assignee"). 


WIIHESSEIH: 


WHEREAS, Assignor has entered into that certain Private Annuity Agreenwit dated 
April 15, 1992 (the "Annuity Agreement"), by and between Astdgnor artd Sam Wyly (Oie 
"Annuitant"): and 

WHEREAS, pursuant to the terms of the Armuity Agreement, Assignor is obligated to 
make certain payments to Annuitant (the "Annuity Obligation"); and 

WHEREAS, in consideration of the Annuity Obligation, the Armuitant assigned to 
Assignor all of Annuitant’s right, title and interest in and to the securities identified in Sdtedule 
"A" attached hereto (the "Securities"); and 

WHEREAS, Assignor wishes to be relieved of its financial reqionsibilities and other 
obligations with respect to the payments under the Annuity Agreement; and 

WHEREAS, Assignee deems it advisable and irt the best interests of Assignee to assume 
Assignor's obligations under the Annuity Agreement in consideration of the recrapt by it of the 
Securities. 

NOW, THEREFORE, in consideration of the premises, the mutual agreements hetdn 
contained, and other good and valuable consideration, the receipt and sufficiency of which are 
hereby acknowledged, ‘the parties hereto agree as follows; 

1. Assignee hereby agrees to assume the liability to make all payments due under the 
Annuity Agreement and to assume all other obligations of Assignor uitoer the trams of the 
Annuity Agreement from and after the effective dale of this Agreement, and to hold Assignor 
harmless from any further liability under the Annuity Agreement with respect to any annuity 
payments that may become due and payable thereunder iii the futute. 

2. In consideration of the assumption of the Annuity Agreement by Assignee, 
Assignor hereby assigns all right, title and interest of Assignee in and to the Securities. 

3. Assignor hereby expressly warratifs that, US Of the effective date of this 
Agreement, it owns all right, title and interest in and to the Securities and that it has the right 


I Permaoent Subcommittee on Investigatiops 
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and power to dispose of the Securities to Assignee in accordance with the terms and conditions 
set forth herein. 

4. Assignee hereby agrees and expressly warrants that it will notify Annuitant of the 

existence and effect of this Agreement and will provide Annuitant with a copy of this 
Agreement. 


IN WITNESS WHEREOF, the parties herdiy enter into this Agreement to be effective 
for all purposes as of the date first above written. 

ASSIGNOR: 


TENSAS LIMITED, 
a Nevada corporation 

Its: Pnt. 


ASSIGNEE: 



• 2 - 
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SCTEDOliB "i" 


1. Karr&nt to purcbase 150,000 shares of the COEmon Stoolc, $0.10 
par value per share, of Hlchaels stores, Ino., issued pursuant 
to Purchase Harrant dated November 20, 10S4, amended October 
24, 1900, subject to options to purchase 25,000 shares of the 
Warrant held b; Soaring Creeh limited, a Nevada oorporation, 
ahd^ptioBS to purchase 25,000 shares of the Warraht held bjT 
Haroon lilmited, a Nevada coporation. 

2 . Hon-statutory Stoch option to purchase 110,000 shares of the 
common stock, $0.10 par value per share, of Kiohaels Stores, 
Inc., issued pursuant to Non-statutory Stock Cation hgreament 
dated August 4, 19B6, amended December 11, 1987, August 8, 
1989 and October 24, 1990. 
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ASSIGNMENT AND ASSUMPllON AGREIMENT 


Thii Assigamsatand AsmmpdoBjAgreemeat (the *Agreement’) is entered into ns of the 

15th day of April, 1992 , by and between East Baton Kouge Dnuto^ Nevada roi^rafibri 
(■Asagnor'), and East Baton Rouge limited, an Isle of Man Coiporation {"Assignee’). 


S£IIHES&EXH; 


WnSlEAS, Assignor has entered into that certain Private Annuity Agreement dated 
April 15, 1992 (the "Annuity Agreement"), by and between Asrignor and Sam Wyly (the 
"Annuitmtt"); and 

WHEREAS, pursuant to the terms of the Annuity Agreement, Assignor is obligated to 
make certain payments to Annuitant (the ‘Annuity Obligation'); and 

WHEREAS, in conrideration of the Annuity ObUgation, the Annuitant assigned to 
Assignor all of Annuitant's right, title and interest in and to the securities identified in Schedule 
"A" attached hereto (the "Securities"); and 


WHEREAS, Assignor wishes to be relieved of its financiai responsibiiides and other 
obligations mth reflect to the payments under the Annuity Agreement; and 

WHEREAS, Assignee deems it advisable and in the best interests of Asrignee to assume 
Assignor’s obligations under the Annuity Agreement in conridetation of the receipt by it of the 
Securities. 

NOW, THEREFORE, in conrideration of the prmnises, the mutual agreements herein 
contained, and other good and valuable consideration, the receipt and sufficiency of which are 
het^y acknowledged, the parties hereto agree as follows: 

1. Assignee hereby agrees to assume the liability to make all payments due under the 
Atmuity Agreement and to assume ail other obligations of Assignor under the terms of the 
Annuity Agreement from and after the effective date of this Agteemsit, and to hold Assignor 
haimleu from any further liability under the Annuity Agreement with respect to any annuity 
payments that may become due and payable thereunder in the future. 

2. In consideration of the assumption of the Anmuty Agreement by Assignee, 
Assignor hereby assigns all right, title attd interest of Assignee in and to the Securities. 

3. Assignor hereby expressly warrants that, as of the effective date of this 
Agreement, it owns alt right, title and interest in and to the Securities and that it has the right 
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and pcHver to dispose of the Securities to Assignee in accordance with the terms and conditions 
set forth beim. 

4. Asrignee hereby agrees and expressly warrants that it will nodfy Annuitant of the 
existence and effect of this Agreement and will provide Annuitant widi a ct^y of this 
Agreement. 


IN WITNESS WHHtEOF, the parties hereby enter into this Agreement to be effective 
for all purposes as of the date first above written. 


ASSIGNOR; 

EAST BATON ROUGE UMITED, 
a Nevada corporation 

By 

Its: 


ASSIGNEE: 



ROUGE UNITED, 
corporation 


jmwb 


- 2 - 
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SCHEDULE "A* 


1. Non-Statutory Stock Option to purchase 200,000 shares of the Common Stock, $0.10 par 
value^per.sharerC>tMteharisJ!teaj^Ine„jssa^pursuant to Non-Statutory Stock Option 

Agreement dat^ February 2, 1988, amended August 8, T98SrandTDcB^rZ<f, 19^~ 

2. Noo-Statutoiy Stock Option to purchase 175,000 shares of the Common Stock, $0. 10 par 
value per share, of Michaels Stores, Inc., issued pursuant to Non-Statutoiy Stock Option 
Agreement dat^ August 22, 1990, amended October 24, 1990. 
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PRATTERJEDDIS & GRAVES 

ATTonrters at law 


CEWTUHT CITT OFnCC 
t»01 AVCNUC or TMC STA«S 
ftlXVCCHTH FLOOR 
LOS ANCCLCS. CA »0O«T 
TCLCfHOMe (US Z7a-22S]> 
FAK ICia) 


owAMOL couMrt orr »CK 

Itoo TOWN a CCMMTRT ROAO 
SUITE 700 
ofiAHUe, c* SB«M 
TCLCRMONC(7<4l SOT'OITO 
TAX (71^ eer-iBSA 


April 9, 1992 

Michaels Stores Inc. 

8080 N. Central Ejpiessway 
Suite IIW) 

Dallas, Tettas 75206' 


Dear Michaels Stores Inc., 

Attached is the tax opinion dated February 28,1992, in which Internal Sevenue Code Secdon 
83 is discussed with respect to the sale of. Michaels Stores, Inc. Options to a Nevada 
Corporation for a Private Annuity of equal value issued to Caroline D. Wyly. 

This is to inform you that you may rely on this opinion with respect to the taxation matters - 
discussed therein. 


Very truly yours, 


By •'/ 




Xtaidd Tedder 
Attorney-at-Law 


Permanent Subcommittee on InvestieatioDs 

EXfflBIT #66 - FN 662 
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PRATTER.TEDDEfi & GRAVES 

ATTOdNETS *r uw 


CCNTWTf CtTT <WFiSC 
tsoi Ay»veorTHC stass 
■UrCCttTH PU>OR 
(.OS ANCCLCS. CA 9000 ? 
TsiepHONCisiss cra-XEa? 
PAX eis)er«>« 9«9 


cuAwae eouwTT opftee 
iioo TOWN t caumay aoAe 
SUITE TOO 

ORANGE, CA asses 
TCkEPuoNC tT>« •ar-oiTo 
rAK(7l43 BSTOBSA 


RCPtY TO. 


April 9, 1992 

Sterling Software Inc. 

8080 N. Central Expressway 

Suite 1100 

Dallas, Texas 75206 


Dear Sterling Software Inc., 

Attached is the tax opinion dated Fdrtuary 28,1992, in which Internal Revenue Code Section 
83 is discussed with respect to the sale of Sterling Software, Inc. Warrants to a Nevada 
Corporation for a Private Annuity of equal value issued to Caroline D. Wyly. 

This is to inform you that you may rely on this opinion with respect to the taxation matters 
discussed therein. 


Very truly yours, 

y-~-, . . 

By ,4^ / J r5iu.. 

David Tedder 
Altomey-at-Law 
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PBATTER. TEDDER & GRAVES 

ATTOHNCVS AT LAW 


CgWTUaT CITY QI^ICE 
i»ot AVKNue crTHC srAAS 

eiATECKTH rtooa 

LOS »»ia CLES, CA BOOM? 
TCLcaHONc ifw n»-ttef 7 

EAX Q!i3icr«-«B48> 


OWAWBE COUNTY ornct 
ttoo rotiH & couNrRT aoAo 

SUITE TOO 
ORAMae.CA MBBS 
TCUCI>HQNK(7IAt BBT-OITO 
fAK (714] fl87*l9a4 


February 28* 4992 


Ms. Caroline D. Wyly 

SGSG'North Central Expressway, Suite S 

Dallas, Texas 75206 




orange 


Dear Ms. Wyly; 

You have requested the opinion of PRATTER, TEDDER & 
GRAVES concerning the 1992 federal income tax consequences that 
are likely to apply to the proposed sale of "Securities" herein defined 
and identified in Schedule A, in exchange for a private annuity, with 
such sale occurring during the 1992 taxable year. 

Out analysis and opinion are based upon the facts and informadon as 
set forth herein and our assumption that these facts and information 
present a true, accurate, and complete description of the facts that are 
relevant to the proposed transaction described herein and the taxation 
issues we are addressing herein. 

We have reviewed the various legal documents and other information 
in connection with this proposed plan. This opinion assumes that the 
program will be implemented in a manner that is unmodified from the 
proposed program described herein. 

We have only been requested to examine the material federal tax 
aspects that relate to the proposed program described herein. We 
have not been requested to examine other laws and concerns that 
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pertain to the business transactions and/or the proposed program. 
Consequently, although numerous federal and state laws and 
Regulations apply to the business transactions, we expressly disclaim 
any opinion as to the effect of such laws and Regulations to the 
busing transaction except as are otherwise expressly indicated 
herein. 


This opinion is^ founded upon-a prospective plan of action that has not 
yet been completed. Recognizing that facts and circumstances may 
change, and recognizing that such changes may affect the legal and 
tax consequences pertaining to the operations of the business 
transaction, we must therefore advise you that any change or deviation 
from the proposed plan of action described herein might prtxluce 
different tax consequences than those set forth in this opinion. 

Our opinion represents our conclusions derived from our legal 
analysis in which we applied the facts and circumstances pertaining to 
the Securities owned by you personally and the proposed business 
transaction as described herein to our interpretation of federal tax law. 

Our analysis and opinion are limited to the above issue of federal 
taxation and do not cover or relate to any other legal or taxation issue 
that may pertain to such a transaction, and we expressly disclaim any 
opinion as to such matters. 

Our opinion has no binding effect or official status of any kind, type, 
or character. We cannot assure you or anyone else that the opinions 
and conclusions contained in this opinion letter will be sustained by 
the Internal Revenue Service, any court of law, or anyone else, 

I. THE FACTUAL FOUNDATION: 

It is our understanding that you are considering the sale of Securities 
to an unrelated domestic corporation which will issue a private annuity 
in exchange for the Securities. It is our further understanding that it is 
the express intent of the parties to the transaction that the value of the 
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Securities will equal the value of the annuity and that no gift or 
bargain sale or discounted sale price will arise as a result of the 
transaction. Further, it is our understanding that the private annuity is 
intended to be issued in an amount that is equal to the fair market 
value of the Securities that are being sold in exchange for the private 
annuity. Neither any gift eleiheht hbf^hy "bafgain sale element” are 
intended to be made by you with respect to this private annuity 
transaction, 

The private annuity payments will not be chargeable to or dependent 
upon the Securities sold in exchange for the annuity. The amount of 
the annuity payments will be based on the fair market value of the 
Securities. 

It is our further understanding that the domestic corporation intending 
to purchase the Securities in exchange for the issuance of the private 
annuity is wholly owned by a foreign corporation which is wholly- 
owned by a foreign nongrantor trust. This trust has been established 
by you for the benefit of one (1) or more foreign beneficiaries during 
your lifetime. We understand that during your lifetime the trust will 
have no United States beneficiaries, but in the taxable years following 
your death the trust may have one (1) or more beneficiaries who are 
United States citizens and/or resident aliens. 

We understand that the private annuity is intended to be unsecured. 
There are to be no security interests, guarantees, specific funds, or 
other forms of collateral or assurances that the private annuity 
payments will be made by the corporation other than the mere 
unsecured contractual promise of such corporation that it will make 
the aimuity payments as they become due under the terms of the 
annuity agreement. 

We further understand that the private annuity payments will not be 
chargeable to or dependent upon the Securities transferred by you in 
exchange for the annuity. Any income generated by the Securities 
will belong to the corporation outright, and will not be chargeable to 
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the annuity payments. 

We understand that the amount of the annuity payments will be based 
on the fair market value of the Securities being exchanged for the 
annuity and will not be based on any income generated by the 
Securities that are being transferred for the annuity . 

We^ also-understend-that the^ossession^and/ot enjoyraenLut-fhe-.^ 
Securities being exchanged for the private annuity will reside 
exclusively with the acquiring corporation, and you will not preserve 
or reserve any control of any kind or character over such Securities or 
any income therefrom that would constitute a retained interest in the 
possession and/or enjoyment of the Securities being exchanged for 
the private annuity. It is thus expressly intended that you will 
irrevocably surrender the enjoyment, control, ownership, and all 
economic benefits attributable to the ownership of the Securities which 
are sold in exchange for the private annuity. 

It is our understanding that the private annuity payments will contain 
an interest factor in the amount stipulated by the Internal Revenue 
Service Revenue Ruling that applies for the month in which the 
annuity agreement is entered into. 

Wc understand that the corporation issuing the private annuity is not in 
the business of issuing annuities from time to time, and it will not 
issue any additional annuities during the term of its private annuity 
agreement with you. 

We further understand that the corporation issuing the private annuity 
is not a life insurance company or a bank and is not authorized to 
conduct either the banking business or the life insurance company 
business and does not intend to obtain such authorization. 

We have been advised that there are no outstanding encumbrances on 
the Securities, and consequently we do not express any opinion that 
relates to this issue. 
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You have advised us that your stock options are nontransferable and 
are not actively traded on an established market. The Nonstatutory 
Option Agreements verify and specify the nontransferability of the 
stock options. 

You have further informed us that the stock warrants are transferable 

indThat certahr wanrants-arc-eompcnsatory whi le-ofter-warrants^axe 

noncompensatory in nature. You have advised us that these warrants 
are not actively traded on an established market. 

II. OPINION AND ANALYSIS OF THE 1992 FEDERAL 
INCOME TAX CONSEQUENCES THAT ARE LIKELY TO 
APPLY TO THE PROPOSED SALE OF SECURITIES TO A 
CORPORATION IN EXCHANGE FOR A PRIVATE ANNUITY, 
WITH SUCH SALE OCCURRING DURING THE 1992 
TAXABLE YEAR UNDER THE CIRCUMSTANCES 
DESCRIBED HEREIN: 

A. PURSUANT TO THE GENERAL FEDERAL INCOME 
TAX TREATMENT OF PROPERTY EXCHANGED FOR A 
PRIVATE ANNUITY THE SALE OF PROPERTY TO THE 
CORPORATION IN EXCHANGE FOR THE RECEIPT OF A 
PRIVATE ANNUITY IS NOT A TAXABLE EVENT IN THE 
YEAR 1992. 

The general federal income tax treatment of property exchanged for a 
private annuity is explained in Research Institute of America Federal 
Tax Coordinator 2d at Paragraph J-4805 as follows: 

"The transfer of property in exchange for a private annuity is 
not a tajmble transaction. Thus, a taxpayer who turns his property 
over to a member of his family or other private individual, or to his 
own corporation or other corporation, which is not a life insurance 
company or a bank or an organization which issues annuities from 
time to time, in exchange for payments for life, has nc immediatK 
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taxable gain . (Emphasis is included in the text.) However, the 
payments under the arrangement are taxable when received, see 
Paragraph J- 4807. The actual transfer isn't taxable because the 
promise to make the lifetime payments is considered to have no 
determinable value. It makes no difference if the obligor under the 
private annuity arrangement 0.e., the transferee) is financially sound 
at the time of the transfer since that 'private' transferee is not in the 
^usm^s-of^ranting annaideSr-3iis-sdvencyjs-mot_^uhjecUo the 
supervision and restrictions of insurance companies and banks, and 
may change over the payment period. (Citations omitted.)" 

In your situation, because the corporation which is issuing the annuity 
is not in the business of issuing annuities from time to time, and will 
not issue any additional annuities during the term of its private annuity 
agreement with you, and because the corporation is not a life 
insurance company or a bank and is not authorized to conduct either 
the banking business or the life insurance company business and does 
not intend to obtain such authorization, it is our opinion that it is more 
likely than not that the annuity will likely be taxable as a private 
annuity in accordance with the aforedescribed federal income tax 
consequences, as opposed to its being taxable as a commercial 
annuity. 

B. THE PRIVATE ANNUITY IS NOT INTENDED TO 
CONTAIN A GIFT OR BARGAIN SALE ELEMENT, AND THE 
EXCHANGE OF SECURITIES FOR A PRIVATE ANNUITY OF 
EQUIVALENT ACTUARIAL VALUE IS LIKELY TO BE 
EXCLUDED FROM FEDERAL GIFT TAX. 

The private annuity is intended to be issued in an amount that is equal 
to the fair market value of the Securities that are being sold in 
exchange for the private annuity. Neither any gift element nor any 
"bargain sale element" are intended to be made by either you or the 
corporation with respect to this private annuity transaction. 

Research Institute of America Federal Tax Coordinator 2d describes 
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private annuity taxation as follows at Paragraph C- 5408; 

"Under the private annuity rules, there's no gift tax if the sale is 
made at market price (see Chapter Q), there's no estate tax on the 
property remaining after the taxpayer's death (see Chapter R), and the 
taxpayer's taxable gain on the sale is spread over the annuity 
payments he receives (see Chapter J)." 


Wamick, 195-3rd T.M., Private Annuities, at page A-5 states: 

“Under a private annuity the possibility of the Service's finding 
a gift in the exchange of property for an annuity of actuarially equal 
value is nil.” 

This author further explains at page A-15: 

"The rules already discussed all assume that the transferor is not 
making a partial gift through the annuity agreement. In other words, it 
is assumed that the fair market value of the property and the present 
value of the annuity are equal...." 

Research Institute of America Federal Tax Coordinator 2d at 
Paragraph J-4804 contains some explanatory language that is helpful 
and should be heeded if the avoidance of a gift element is being sought 
by the parties to the Annuity Agreement. The pertinent language in 
that Paragraph states: 

"Some evidence of a gift must be present for any amount to be 
excluded as a gift from the cost of the private annuity. 

"The fact that the value of the property exceeds the present 
value of the annuity is not conclusive evidence of a partial gift. 
(Citations omitted.) However, some evidence of a gift may appear if 
the taxpayer filed a gift (ax return for the excess value. (Citation 
omitted.) ..." 



PSI-WYBR 00199 



3387 


It is our understanding that the private annuity payments you are to 
receive will contain an interest factor in the amount stipulated by the 
Internal Revenue Service Revenue Ruling that applies for the month in 
which the annui^ agreement is entered into. 

This is very important because the Internal Revenue Service can take 
the position that the present value of the annuity is less than the 
^present-valBe-rf-the-Securities-sold-jn exchange forthe annu ity if the 
annuity does not contain an adequate interest rate factor to compensate 
for the time delay to the annuitant in receiving its consideration for the 
sale and exchange of the Securities. For example, see Warnick, 195- 
3rd T.M., Private Annuities at page A-21 discussing the United States 
Tax Court decision in LaFarg ue Commissioner. 73 T.C. 40 (1979), 
which was affirmed in part and reversed in part by the United States 
Court of Appeals for the 9th Circuit in 689 F.2d 845 (9th Cir, 1982), 
in which the Tax Court found that the annuity transaction was not 
taxable as a private annuity for among other reasons: 

"...(T)he transaction was not based on the actuarial tables and 
did not include an interest factor, and there was a large gap between 
the present value and the fair market value of the annuity. ..." 

Although the United States Court of Appeals for the 9th Circuit 
reversed the Tax Court's holding that the transaction did not involve a 
private annuity, it is important that the annuity contain an interest 
factor to account for the time value of money. 

In your situation it is clearly the intent of the parties that the price of 
the annuity is to be equal to the value of the Securities being 
exchanged for the annuity, and no gift or other valuation benefit in 
excess of such value is intended to be received by either party to the 
agreement. It is thus our opinion that it is more likely than not that no 
gift tax will be imposed on your disposition of the Securities in 
exchange for your receiving a private annuity of equal value, provided 
the actuarial value of the Securities being sold in exchange for the 
receipt of the private annuity are of an equivalent actuarial value. 
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C. THE ANNUITY PAYMENTS AHJST BE UNSECURED TO 
AVOID YOUR BEING TAXED IMMEDIATELY IN 1992 ON 
THE GAIN FROM THE DISPOSITION OF THE SECURITIES 
BED^G EXCHANGED FOR THE ANNUITY. 

The United States Tax Court has held that the private annuity income 

annuity payments are secured the annuity will be taxable as if it were 
a commercial annuity rather than a private annuity. (See Estate of 
Llovd Ml. (1973) 60 TC 469 and 112 Corp. . (1978) 70 TC 788.) 

For example, the Tax Court in Bell held that the property transferred 
in exchange for the private annuity was secured because such property 
was placed in escrow as security for the annuity payments, and the 
annuity agreement also provided for a "cognovit" judgment against the 
parties issuing the annuity in the event they defaulted in making their 
annuity payments. Consequently, the Tax Court applied the rules 
pertaining to commercial annuities to the transaction and held that the 
taxpayers had an immediately taxable gain when they exchanged their 
aj^reciated stock in exchange for the secured private annuity. 

It is our understanding that the private annuity being issued to you is 
intended to be unsecured. There are to be no security interests, 
guarantees, specific funds, or other forms of collateral or assurances 
that the private annuity payments will be made by the corporation 
other than the mere unsecured contractual promise of such corporation 
that it will make the annuity payments as they become due under the 
terms of the annuity agreement. 

In addition, the private annuity payments will not be chargeable to or 
dependent upon the Securities transferred by you in exchange for the 
annuity. The income generated by the property will belong to the 
corporation outright, and will not be chargeable to the annuity 
payments. The amount of the annuity payments will be based on the 
fair market value of the Securities being sold for the annuity and will 
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not be based on the income generated by the Securities being 
exchanged for the annuity. 

Furthermore, the possession and/or enjoyment of the Securities being 
sold in exchange for the private annuity will reside exclusively with 
the corporation, and you will not pre^rve oF reserve any control of 
any kind or character over such Securities and the income therefrom 

of the Securities being sold in exchange for the private annuity. It Is 
thus expressly intended that you will irrevocably surrender the 
enjoyment, control, ownership, and all economic benefits attributable 
to the ownership of the Securities which arc being sold in exchange 
for the private anniuty. 

Consequently, provided that the private annuity payments will be 
ur':ecured and will always remain unsecured it is our opinion that it is 
ms likely than not that the private annuity will not be taxable as a 
set (1 annuity that is taxable as a commercial annuity. 

D. THE DISPOSITION OF COMPENSATORY NON- 
STATUTORY NONVESTED SECDRITIES IN AN ARM'S 
LENGTH TRANSACTION BEFORE RIGHTS IN THE 
SECURITIES BECOME TRANSFERABLE TO THE OBLIGOR 
CORPORATION, AND THE DISPOSITION OF A 
COMPENSATORY NONSTATUTORY TRANSFERABLE 
WARRANT IN EXCHANGE FOR YOUR RECEIVING A 
SUBSTANTIALLY NONVESTED PRIVATE ANNUITY OF AN 
EQUIVALENT VALUE FROM SUCH CORPORATION IS NOT 
A TAXABLE EVENT IN THE YEAR 1992. 

It is our opinion that it is more likely than not that an exchange of 
your nontransferable stock options for a private annuity will not be 
subject to an immediate taxable event. 

The federal income tax treatment of your nontransferable non- 
statutory stock options is generally covered in Internal Revenue Code 
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Section 83 and Regulations Section 1.83-1, 1.83-3, and 1.83-7. 

Internal Revenue Code Section 83 does not initially apply to the 
taxation of your nonqualified stock options because your options are 
not actively traded on an established market and are not transferable. 
However, once the nontranslerable stock options are exchanged for 
the nonvested private annuity, you will then be subject to the rules of 
jaternalJlevemieLXlodajSteetiQns 83(aLand 83(b). Und er these rules to 
avoid an immediate taxable event upon the transfer of your stock 
options for a private annuity, the stock options must be transferred for 
a substantially nonvested private annuity. 

Substantially nonvested property is property that is nontransferable 
and subject to a substantial risk of forfeiture. (See Regulations 
Section 1.83-3{b).) 

The general rule regarding the transferability of property is cited in 
Regulation Section l,83-3(d): 

"For purposes of Section 83 and the Regulations thereunder, the 
rights of a person in property are transferable if such person can 
transfer any interest in the property to any person other than the 
transferor of the property, but only if the rights in such property of 
such transferee are not subject to a substantial risk of forfeiture. 
Accordingly, property is transferable if the person performing the 
services or receiving the property can sell, assign, or pledge (as 
collateral for a loan, or as security for the performance of an 
obligation, or any other purpose) his interest in the property to any 
person other than the transferor of such property and if the transferee 
is not required to give up the property or its value in the event the 
substantial risk of forfeiture materializes. On the other hand, property 
is not considered to be transferable merely because the person 
performing the services or receiving the property may designate a 
beneficiary to receive the property in the event of his death." 

A substantial risk of forfeiture is defined in Regulation Section 1.83- 
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3(c) as follows: 


"A substantial risk of forfeiture exists where rights in property 
that are transferred are conditioned, directly or indirectly, upon the 
future performance (or refraining from performance) of substantial 
services by atiy person, dr the occurfence of a condition related to a 
purpose of the transfer, and the possibility of forfeiture is substantial if 


It is our opinion that it is more likely than not that a private annuity 
will be treated as being substantially nonvested. 

To be substantially nonvested. the private annuity must be 
nontransferable and subject to a substantial risk of forfeiture. 

Section XVI of the Private Annuity agreement specifically states that 
the private annuity payments to you are nonassignable and 
nontransferable or capable of being pledged or otherwise encumbered 
by you without the prior written consent of the Obligor first being 
obtained. Furthermore, a private annuity is customarily 
nontransferable. (See Warnick, 195-3rd T.M., Private Annuities, at 
page number A-7. ) 

It is also our opinion that it is more likely than not that the private 
annuity is subject to a substantial risk of forfeiture as exemplified by 
Section 2.5(a) of the Private Annuity Agreement which states: 

"The Annuity payments payable hereunder to the Annuitant are 
subject to a substantia! risk of forfeiture to the Annuitant in that such 
Annuity payments shall terminate and lapse with the last payment 
immediately preceding the death of the Annuitant, or upon the death 
of the Annuitant if no payments have been made as of the death of the 
Annuitant; however, notwithstanding the foregoing, any annuity 
payments that were not made prior to the death of the Annuitant 
because of a'breach of this Agreement by the Obligor shall be due and 
payable upon the death of the Annuitant together with any applicable 
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interest, late charges, or other payments due hereunder, and any such 
payments shall be made to tiie estate of the Annuitant . There will be 
no proration of payments at the time of the death of the Annuitant or 
at anytime diereafter. " 


Hie unpaid annuity payments upon your death are thus totally 
terminable, extinguishable, and forfeitable. Consequently, the private 

risk of forfeiture. 


It is therefore our opinion that your private annuity will then be 
treated for tax purposes as your stock options would have been treated 
under Internal Revenue Code Section 83. The result of this 
substitution is that when your private annuity substantially vests under 
Internal Revenue Code Section 83, it will be taxed in the Caroline D. 
e manner that the stock options would have been taxed under Internal 
Revenue Code Section 83(a) and (b)‘. Therefore, it is our opinion that 
it is more likely than not that when the private annuity substantially 
vests O.e., when payments under the terms of the annuity agreement 
are actually received by you) you will at that time be subject to a 
taxable event. 


The term "nonstatutory stock options" includes warrants to purchase 
stock, (See Research Institute of America Federal Tax Coordinator 
2d at paragraphs H-2850 and H-2853, citing Frank. Shamhur^ er 
(1973) 61 TC 85, affirmed (1975, CAS) 508 F2d 883.) 

It is our opinion that the compensatory nonstatutory transferable 
warrant which is being sold in exchange for your receiving a 
substantially nonvested private annuity will not cause a taxable event 
in 1992, the year of the exchange. 

Furthermore, assuming that vested nontransferable stock options and a 
vested transferable warrant (as defined in Income Tax Regulation 
Section 1.83-3(a)) are exchanged for a private annuity, it is more 
likely than not that such an exchange will not result in an immediate 
taxable event. 
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E. NONCOMPENSATORY NONSTATUTORY SECURITIES 
TRANSFERRED TO THE OBLIGOR CORPORATION IN 
EXCHANGE FOR YOUR RECEIVING A SUBSTANTIALLY 
NONVESTED PRIVATE ANNUITY OF AN EQUIVALENT 
VALUE FROM SUCH CORPORATION WILL LIKELY NOT 
BE A TAXABLE EVENT IN THE YEAR 1992, THE YEAR OF 
mCHANGE^--^^ 

Noncompensatory nonstatutory Securities are not covered by Internal 
Revenue Code Section 83, Internal Revenue Code Section 83 only 
governs property transferred in connection with the performance of 
services, and since these Securities are non-compensatory they will be 
exempt from Internal Revenue Code Section 83 rules as previously 
herein discussed. 

It is our opinion that it is more likely than not that these non- 
compensatory nonstatutory Securities will be covered by the general 
federal income tax treatment of property exchanged for a private 
annuity. The Research Institute of America Federal Tax Coordinator 
2d at Paragraph J-4804 explains the federal income lax treatment of 
property exchanged for a private annuity as follows: 

"The transfer of property in exchange for a private annuity is 
not a taxable transaction. Thus, a taxpayer who turns his property 
over to a member of his femily or other private individual, or to his 
own corporation or other corporation, which is not a life insurance 
company or a bank or an organization which issues annuities from 
lime to time, in exchange for payments for life, has no immediate 
taxable g ain. (Emphasis is included in the text) However, the 
payments under the arrangement are taxable when received, see 
Paragraph J-4806. The actual transfer isn't taxable because the 
promise to make the lifetime payments is considered to have no 
determinable value. It makes no difference if the obligor under the 
'private' transferee is not in the business of granting annuities, his 
solvency is not subject to the supervision and restrictions of insurance 
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companies and banks, and may change over the payment period, 
(Citations omitted.)" 

Because the non-compensatory nonstatutory Securities are not subject 
to Internal Revenue Code Section 83 coverage, it is our opinion that it 
is more likely than not that the non^ompehsatory hohstatutory 
Securities transferred in exchange for the private annuity will likely be 

accordance with the aforcdcscribed federal income tax consequences. 

F. NOTWITHSTANDING THE FOREGOING, THE 
DISPOSmON OF SECURITIES WITHOUT A READILY 
ASCERTAINABLE FAIR MARKET VALUE TO AN OBLIGOR 
CORPORATION IN EXCHANGE FOR YOUR RECEIVING A 
PRIVATE ANNUITY OF AN EQUIVALENT VALUE FROM 
SUCH CORPORATION IS ARGUABLY NOT GOVERNED BY 
INTERNAL REVENUE CODE SECTION 83, AND WOULD 
THUS BE EXEMPT FROM TAXATION PURSUANT TO THE 
FOREGOING INTERNAL REVENUE CODE SECTION 83 
RULES! 

Notwidistanding the foregoing, the transfer of stock options without a 
readily ascertainable fair market value in exchange for a private 
annuity is arguably not subject to the Internal Revenue Code Section 
83 rules. 

If Internal Revenue Code Section 83 does not apply to the transfer of 
stock options in exchange for a private annuity, the stock options that 
are transferred in exchange for a private annuity, will likely be 
governed according to the aforedescribed federal income rules 
covering private annuities, that apply to property interests that are not 
transferred in coimection with the performance of services. 

Internal Revenue Code Section 83(e) recites the situations in which 
Section 83 does not apply to certain property interests transferred in 
connection with the performance of services. That statute states: 
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"This Section shall not apply to- 

(1) a transaction to which Section 421 applies, 

(2) a transfer to or from a trust described in Section 401(a) or a 

transfer under an annuity plan which meets the requirement of Section 
404(a)(2), 

(3) the transfer of an option without a readily ascertainable fair 
market value, 

(4) the transfer of property pursuant to the exercise of an option 
with a readily ascertainable fair market value at the date of grant, or 

(5) group-term life insurance to which Section 79 applies." 

Under Internal Revenue Code Section 83(e)(3), a stock option without 
a readily ascertainable fair market value is not subject to Internal 
Revenue Code Section 83. 

In your situation, your stock options are not actively traded on an 
established market and according to Regulation Section 1.83-7(b) 
should not have a readily ascertainable fair market value: That 
Regulation states: 

"(1) Options have a value at the time they are granted, but that 
value is ordinarily not readily ascertainable unless the option is 
actively traded on an established market . 

(2) When an option is not actively traded on an established 
market, it does not have a readily ascertainable fair market value 
unless its fair market value can otherwise be measured with 
reasonable accuracy. For purposes of this Section, if an option is not 
actively traded on an established market, the option does not have a 
readily ascertainable fair market value when granted unless the 
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taxpayer can show that all of the following conditions exist: 

(i) The option is transferable by the optionee; 

(ii) TTie option is exercisable immediately in full by the 
optioneer 

fijil The option or the property subject to t h e option is not 

subject to any restriedon or condition (other than a lien or other 
condition to secure the payment of the purchase price) which has a 
significant effect upon the fair market value on the option; and 

(iv) The feir market value of the option privilege is readily 
ascertainable in accordance with paragraph (b)(3) of this Section." 

The Regulations further state in Section 1.83-7(b)(3) that in 
determining whether the value of the opdon privilege is readily 
ascertainable, and in determining the amount of such value when such 
value is readily ascertainable, it is necessary to consider- 

"(i) Whether the value of the property subject to the opdon can 
be ascertained; 

(ii) The probability of any ascertainable value of such property 
increasing or decreasing; and 

(iii) The length of the period during which the option can be 
exercised" 

It is our understanding that none of these factors exist regarding your 
stock options, and therefore your stock options do not have a readily 
ascertainable value. Consequendy, it is our opinion that it is more 
likely than not that if your stock options do not have a readily 
ascertainable value Internal Revenue Code Secdon 83 does not apply 
to the transfer of the stock options in exchange for the private annuity 
by virtue of Internal Revenue Code Sccdon 83(e)(3). 
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However, this provision is a seemingly ignored provision of the 
Internal Revenue Code. There is little discussion of the applicability 
of this provision and the Regulations and authorities have generally 
overlooked this Section. Instead, the Regulations and authorities 
provide for an alternative method of analysis, as already herein 
discussed, for treating the transfer of nonvested stock options in 
exchange for a private annuity. 

We thus caution you that while Internal Revenue Code Section 83(e) 
states that Internal Revenue Code Section 83 shall not apply to the 
transfer of stock options without a readily ascertainable Mr market 
value, this provision should be viewed most speculatively because of 
the lack of substantive material supporting the application and use of 
this Section. Therefore, it is our opinion that while you should be 
aware of tiiis provision you should be cautious in your reliance upon 
it. It is advisable that you proceed conservatively, and cautiously 
follow the Regulations governing the transfer of property in 
connection with the performance of services as already herein set 
forth. 

G. A PRIVATE ANNUITY MIGHT NOT BE CLASSIEIKD AS 
CONSTITUTING "PROPERTY" WITHIN THE MEANING OF 
INCOME TAX REGULATION SECTION 1.83-3(e). 

A private annuity might not be considered to constitute "property” as 
that term is defined in Income Tax Regulation Section 1.83-3(e). This 
regulation defines property as including "real and personal property 
other than either money or an unfunded and unsecured promise to pay 
money or property in the future." 

The private annuity is an unsecured promise to pay money in tlic 
future. 

Section III 3.1 of the Private Annuity Agreement states in pertinent 
part that "(T)he parties further agree that the Obligor will not establish 
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any security or any jmd or other specific chargeable source for the 
payment of the purchase price (being the Annuity) hereunder." 

It is thus reasonable to conclude that the private annuity is unfunded as 
well as being unsecured, and thus does not constitute property within 
the meaning of Income Tax Regulation Section l:83-3(e). However, 
you should be aware that we have not located any pertinent decisions, 
-ntHflfSf«^Aef4egabaathOTi^tthat subs tan ti ate s th iaxoncluskm. 

Professor of Law Daniel C. Knickerbocker, Jr. of Seton Hall 
University School of Law has written in Knickerbocker, 134-4th 
T.M., Annuities, at page A-34 that: "...Section 83 governs property 
transferred in connection with the pertformance of service. ... Where 
an employer has merely promised to pay an annuity to a beneficiary 
surviving one of its employees, there is no transfer of property either 
to the employee when the promise is made or to the beneficiary when 
the promise matures on the employee's death. 'Property' as used in 
Section 83 docs not include 'an unfunded and unsecured promise to 
pay money in the future.' On the other hand, if the employer backs 
the promise with assets placed beyond the reach of the employer's 
creditors, the value of the promise will be includible in the employee's 
or beneficiary's income at the moment the benefits become 
transferable or nonforfeitable." (Citing Income Tax Regulation 
Section 1.83-3(e).) 

The assets of the Obligor are not to be placed beyond the reach of its 
creditors, and it is thus quite likely, that the private annuity that is 
being issued to you will not be construed to constitute "property" as 
that term is defined in determining the applicability of Section 83 of 
the Internal Revenue Code to the private annuity. 

H. THE SUBSEQUENT EXERCISE OF THE SECURITIES BY 
THE OBLIGOR WILL LIKELY NOT GENERATE A TAXABLE 
EVENT TO THE ANNUITANT. 

Income Tax Regulation Section I.83-i(c) describes the tax 
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consequences with respect to the disposition of nonnested property in a 
transaction that is not engaged in at arm’s-length, Under such 
circumstances, the subsequent exercise of the securities by the Obligor 
would cause the earner of the compensatory element of the property to 
be taxed upon the exercise of the option. A detailed example of this 
principle is given in the regulation to illustrate this point. 

However, in our situation the disposition of the securities does not 
involve nonvested property, and the disposition is at arm's-lengST 
Consequently, the tax consequences set forth in this regulation do not 
apply. Instead, the tax consequences set forth in Income Tax 
Regulation Section 1.83-7 (a) apply to the transaction. In pertinent 
part such regulation states: "If the option is sold or otherwise 
disposed of in an arm's-length transaction, sections 83(a) and 83^) 
apply to the transfer of money or other property received in the same 
manner as sections 83(a) and 83(b) would have applied to the transfer 
of property pursuant to an exercise of the option." 

Thus, as under Internal Revenue Code Sections 83(a) and (b) and the 
regulations promulgated thereunder no taxable event will occur to the 
Annuitant until the annuity vests (when the annuity payments are 
received by the Annuitant), the exercise of the options after the 
transfer of the securities to the Obligor pursuant to the annuity 
transaction is not likely to be a taxable event to the Annuitant. 

I. THE SUBSEQUENT CONTRIBUTION OF THE ANNUITY 
TO A GRANTOR TRUST BY THE ANNUITANT WHO IS THE 
GRANTOR-SETTLOR OF SUCH TRUST WILL LIKELY NOT 
CAUSE THE INCOME TAX CONSEQUENCES TO VARY 
FROM THOSE DESCRIBED HEREIN. 

You have indicated that you are contemplating the possibility of 
contributing the annuity to a grantor trust in which you would be the 
settlor. You have inquired whether such a contribution would alter 
the anticipated federal income tax consequences from those described 
herein. 
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The pertinent rules relating to the taxation of a grantor trust for 
federal income tax purposes are set forth in Section 671 of the Internal 
Revenue Code. In pertinent part that statute states: Where it is 
specified in this subpart that the grantor ... shall be treated as the 
owner of any portion of a trust, there shall then be included in 
computing the taxable income and credits of the grantor . .. those items 
of income, deductions, and cred i ts agains t tax of the trust which are 
attributable to that portion of the trust to the extent that such items 
would be taken into account under this chapter in computing taxable 
income or credits against tax of an individual." 

This statute is further interpreted in Income Tax Regulation Section 
1.671-2(a) in pertinent part as follows: "Under section 671 a grantor 
or another person includes in computing his taxable income and 
credits those items of income, deduction, and credit against tax which 
are attributable to or included in any portion of a trust of which he is 
treated as the owner." 

Thus, provided tiiat the trust to which the annuity is contributed by the 
Annuitant is classified as a "grantor trust" under Internal Revenue 
Code Section 671, the tax consequences of such trust will be incurred 
by the Annuitant-Grantor. 

In addition, Section 72(u) of the Internal Revenue Code indicates that 
an annuity contract that is not held by a natural person (such as the 
grantor trust) is to be taxed in accordance with the statutory scheme 
set forth within such statute. 

However, that statute specifies that “For purposes of this paragraph, 
holding by a trust or other entity as an agent for a natural person shall 
not be taken into account. " 

Because the Annuitant is a "natural person" this statute does not apply 
and the normal annuity taxation rules would apply to the annuity. 
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Consequently, the tax consequences relating to the annuity will likely 
not vary from those incurred by the Annuitant in the event that the 
Annuitant were to subsequently contribute the annuity to the grantor 
trust. 

m. CONCLUDING COMMENTS. 


The opinions contained herein have been carefiilly considered by us 
and reflect the federal income tax consequences we anticipate will 
apply to the areas we have discussed. Nevertheless, they are only 
opinions and should not be considered to be guarantees. 

Our opinions have been limited to our examination of the federal 
income tax consequences discussed above, as indicated herein. Our 
opinion expressly does not cover or concern itself with other issues 
not addressed herein, including but not limited to the reality of values. 

Our opinion is based upon the status of die federal income tax law as 
of the date in which this opinion is written. Should there be any 
change in the applicable tax laws or the facts and circumstances 
relating to the events described herein, the opinions expressed herein 
necessarily require a reevaluation in the light of such changes. 

In the event there is any change in the tax principles applicable to our 
opinion herein, we specifically disclaim any undertaking or obligation 
to advise you of any such changes which may hereafter occur. 

There is no assurance that the Internal Revenue Service or anyone else 
will not raise issues that have not been discussed herein. 

Our analysis is based on the facts and/or assumptions contained in this 
letter. If such facts and/or assumptions are inaccurate or incomplete, 
our analysis and conclusions are equally inaccurate or incomplete and 
might vary substantially from those contained herein. 
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As you may be aware, the Interna! Revenue Service, other 
government agencies, and the applicable courts possess the ability to 
challenge the legitimacy and reality of an entity or a transaction and 
can claim that an entity or a transaction are something other than what 
the parties genuinely believed them to be. 

In light of these matters, we need to caution you that the Internal 
Jteveim&-Set-vice, other^government agencies , or a court migh t view 
the transactions which are the subject of this letter in a manner 
differently than we would view them. 

There are numerous instances when the Internal Revenue Service or 
the courts misread or misapply the legal principles involved in the 
case, leading to a tax result that may be contrary to what the taxpayer 
anticipated. 

The Internal Revenue Service and the courts generally carefully 
examine the substance and business purpose and economic reality 
behind a transaction to determine if the transaction is genuine and is to 
be granted recognition for tax purposes. 

However, it is our view based on the information presented to us as 
expressed herein that it is more likely than not that the transactions 
described herein will be upheld as being bona fide. 

Respectfully submitted, 

PRATTER, TEDDER & GRAVES 


David H. Tedder, 
Attorney at Law 


23 


PSI-WYBR 00215 



3403 


*IRC See. S3. Pr^erty tno^erred is connection with perfenmsce of services. 


(a) Graenl Rule. !t in cotuiDction with Ute performance of services, property is Im^fenred to 
sny pensoQ oth^* ihaa the pemm for whom nich services are performed, tiie excess of- 


(i) the fair maritet value of such property (determined \wthout regard to say restriction 
other than a restriction which by its terms wiK never lapse) at the first time the rights of the person 

torfeitoce, n^iichevM’ occurs earriM-, over 


C2) (if any) paid for such property, shall be included in the ^oss income of the 
person performed $u^ services ui the first taxable year in which the rights of the person having the 
beneficial interest in su(^ property are transferable or are rot subject to a substantial risk of forfeiture, 
wlu(dievcr is applicable. The preceding sentence rivall not apply if such peraon sells or otherwise 
disposes of su^ property In an arm's length transa^ion before his rights in such property become 
tnoisfemble or are not subject to a substantial risk of rorfeltitrt. 


(b) Election to kdlude in gross income m year of transfer. 

(1) In general. Any person who performs services in connection ^th which property 
Is transfened to any ptMSon may dec! to include in his gross income, for the taxable year in whidi such 
property is transferred, the exoss of- 

(A) the fair market value of such property at the time of transfer (deterrained 
without regard to any restriction other than a restriaion which by its terras will never lapse), over 

(B) the amount 0f any) paid for such property. 

If such election is made, subsection (a) shall not apply urith respect to the transfer of such propcsty, aod 
if sudi propoty is subsequently forfeited, no deduction shall be allowed in respect of such forfeiture. 

(2) Election. An election under paragraph (I) with respect to any transfer of property 
shall be made in such a manner as the Secretary prescribes and shall be made not later than 30 da)« alter 
dte date of such tnursfer. Such election may not be revoked ncept with the consent of the Semxtary. 
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PRATTER. TEDDER & GRAVES 

*TTO(t>KrrS AT KAW 


CEHruBf citr <yriec 
1*01 Avenue or the stabs 
8IXTCCMTH rtoon 
tOSAMOEUS,CA BOoer 
TCiXrMONC 1213) e7»'t8S7 
TAB niOKrO'BBAS 


omnse ouwnr orncc 
IIOO TOWW « C»/MT»T BOAO 
euircroe 
ORANQE.CA S8SSB 
TeiCPHONC ITI4J 967 *0170 
fAH OMI S07*ISB4 


April 9, 1992 

Staling Software Inc. 

8080 N. Central Expressway 

Suite 1100 

Dallas, Texas 75206 


Dear Staling Software tec. , 

Attached is the lax opinion dated February 28,1992, in which Internal Revenue Code Section 
33 is discussed with respect to the sale of Sterling Software, Inc. Warrants to a Nevada 
Corporation for a Private Annuity of equal value issued to Sam Wyly. 

This is to inform you that you may rely on this opinion with respect to the taxation matters 
discussed therein. 


Very truly yours, 

B y, fl-iAplzM 

DaV'id Tedder 
Attomcy'at-Law 
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PHATTER.TEDDER & GEAYES 

ATTORHCra AT LAW 


CEWTUHr ctry omce 

>»Ol AVENUE OrTNC STAAS 
AIATSCNTH FLOS* 

LOS ANSCLCS. CA B008F 
TTLCPHONC »l3t 27«'Zea? 
CAE {B(a> Br0><»«4» 


owanob couwrr qyriee 

IlOO TOWN A CQUNTeV fH>*0 
BUtTCTOO 
QRAMoe,eA »8«ea 
TctcuNOHE (7iAi 4i«7-oire) 
FAK E7M) 


HCn.T TO. 


April 9, 1992 

Michaels Stores Inc. 

8080 N. Central Expressway 

Suite 1100 

Dallas, Texas 75206 


Dear Michaels Stores Inc., 

Attached is the tax opinion dated February 28, 1992, in which Internal Revenue Code Section 
83 is discussed with respect to the sale of Michaels Stores, Inc. Options and Warrants to a 
Nevada Corporation for a Private Annuity of equal value issued to Sam Wyly. 

This is to inform you that you may rely oh this opinion with respect to the taxation matters 
discussed therein. 


Very truly yours. 



David Tedder 
Attorney-at-Law . 
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2 1 I9SZ 


PRATTER. TEDDER & GRAVES 

ATTWIMera At lAW 


cENTUBt eirr ortice 

I»Ot AVENUE OF IKE STARS 
siirecNTH fuoR 
LOS ANSCUCe. CA SOOST 
reiEPHONC I2IS1 E7a*22B7 
FAX aiS> 228-4046 


ORANOC COUNTV OFFICE 

ilOO TOWM & eOUHTfrr ROM 

SUITE TOO 
ORANOE, CA SRSCa 
mCPKONe 17141 S«7>0I70 
FAX (7141 «S7>iBa4 


TiBruif5r287lf92 

Mr. Sam Wyly 

8080 North Central Expressway, Suite #1100 
Dallas, Texas 75206 


Dear Mr. Wyly: 

You have requested the opinion of PRATTER, TEDDER & 
GRAVES concerning the 1992 federal income tax consequences that 
are likely to apply to the proposed sale of “Securities" herein defined 
and identified in Schedule A, in exchange for a private annuity, with 
such sale occurring during the 1992 taxable year. 

Our analysis and opinion are based upon the facts and information as 
set forth herein and our assumption that these facts and information 
present a true, accurate, and complete description of the facts that are 
relevant to the proposed transaction described herein and the taxation 
issues we are addressing iierein. 

We have reviewed the various legal documents and other information 
in connection with this proposed plan. This opinion assumes that the 
program will be implemented in a manner that is unmodified from the 
proposed program described herein. 

We have only been requested to examine the material federal tax 
aspects that relate to the proposed program described herein. We 
have not been requested to examine other laws and concerns that 
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pertain to the business transactions and/or the proposed program. 
Consequently, although numerous federal and state laws and 
Regulations apply to the business transactions, we expressly disclaim 
any opinion as to the effect of such laws and Regulations to the 
business transaction except as arc otherwise expressly indicated 
herein. 

Tfdslipiiiioirirtoanded-ODeH-a-afQSPecthte-ril an of action that has not 
yet been completed. Recognizing that facts and circumslancesln^f 
change, and recognizing that such changes may affect the legal and 
tax consequences pertaining to the operations of the business 
transaction, we must therefore advise you that any change or deviation 
from the proposed plan of action described herein might produce 
different tax consequences than those set forth in this opinion. 

Our opinion represents our conclusions derived from our legal 
analysis in which we applied the facts and circumstances pertaining to 
the Securities owned by you personally and the proposed business 
transaction as described herein to our interpretation of f^eral tax law. 

Our analysis and opinion arc limited to the above issue of federal 
taxation and do not cover or relate to any other legal or taxation issue 
that may pertain to such a transaction, and we expressly disclaim any 
opinion as to such matters. 

Our opinion has no binding effect or official status of any kind, type, 
or character. We cannot assure you or anyone else that the opinions 
and conclusions contained in this opinion letter will be sustained by 
the Internal Revenue Service, any court of law, or anyone else. 

I. THE FACTUAL FOUNDATION: 

It is our- understanding that you are considering the sale of Securities 5 
to a domestic corporation which will issue a private annuity in 
exchange for the Securities. It is our further understanding that it is 
the express intent of the parties to the transaction that the value of the 
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Securities will equal the value of the annuity and that no gift or 
bargain sale or discounted sale price will arise as a result of the 
transacUon. Further, it is our understanding that the private annuity is 
intended to be issued in an amount that is equal to the fair market 
value of the Securities that are being sold in exchange for the private 
annuity. Neither any gift clenient nor any "bargain sale element" are 
intended to be made by you with respect to this private annuity 
Iransaction; ^ 


The private annuity payments will not be chargeable to or dependent 
upon the Securities sold in exchange for the annuity. The amount of 
the annuity payments will be based on the fair market value of the 
Securities. 

It is our further understanding that the domestic corporation intending 
to purchase the Securities in exchange for the issuance of the private 
annuity is wholly owned by a foreign corporation which is wholly- 
owned by a foreign nongrantor trust. This trust has been established 
by you for the benefit of one (1) or more foreign beneficiaries during 
your lifetime. We understand that during your lifetime the trust will 
have no United States beneficiaries, but in the taxable years following 
your death the trust may have one (I) or more beneficiaries who are 
United States citizens and/or resident aliens. 

We understand that the private annuity is intended to be unsecured. 
There are to be no security interests, guarantees, specific funds, or 
other forms of collateral or assurances that the private annuity 
payments will be made by the corporation other than the mere 
unsecured contractual promise of such corporation that it will make 
the annuity payments as they become due under the terms of the 
annuity agreement. 

We further understand that the private annuity payments will not be 
chargeable to or dependent upon the Securities transferred by you in 
exchange for the annuity. Any income generated by the Securities 
will belong to the corporation outright, and will not be chargeable to 
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the annuity payments. 

We understand that the amount of the annuity payments will be based 
on the fair market value of the Securities being exchanged for the 
annuity and will not be based on any income generated by the 
Securities that are being transferred for the annuity. 

^Wfrarsrrinider5tand-diat~4he--B6ssession-and /Dr enjoyment of th e 
Securities being exchanged for the private, annuity will reside^ 
exclusively with the acquiring corporation, and you will not preserve 
or reserve any control of any kind or character over such Securities or 
any income therefrom that would constitute a retained interest in the 
possession and/or enjoyment of the Securities being exchanged for 
the private annuity. It is thus expressly intended that you will 
irrevocably surrender tlie enjoyment, control, ownership, and all 
economic benefits attributable to the ownership of the Securities which 
are sold in exchange for the private annuity. 

It is our understanding that the private annuity payments will contain 
an interest factor in the amount stipulated by the Internal Revenue 
Service Revenue Ruling that applies for the month in which the 
annuity agreement is entered into. 

We understand that the corporation issuing the private annuity is not in 
the business of Issuing annuities from time to time, and it will not 
issue any additional annuities during the term of its private annuity 
agreement with you. 

We further understand that the corporation issuing the private annuity 
is not a life insurance company or a bank and is not authorized to 
conduct either the banking business or the life insurance company 
business and does not intend to obtain such authorization. 

We have been advised that there are no outstanding encumbrances on 
the Securities, and consequently we do not express any opinion that 
relates to this issue. 
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You have advised us Uiat your stock options are nontransferable and 
are not actively traded on an established market. The Nonstatutory 
Option Agreements verify and specify the nontransferability of the 
stock options. 

You have further informed us that the stock warrants are transferable 
^ndYRangftfliirwarrants^affr-oompensat orv while other warrants are 
noncompensatory in nature. You have advised us thatSesewarfaSts 
are not actively traded on an established market. 


11. OPINION AND ANALYSIS OF THE 1992 FEDERAL 
INCOME TAX CONSEQUENCES THAT ARE LIKELY TO 
APPLY TO THE PROPOSED SALE OF SECURITIES TO A 
CORPORATION IN EXCHANGE FOR A PRIVATE ANNUITY, 
WITH SUCH SALE OCCURRING DURING THE 1992 
TAXABLE YEAR UNDER THE CIRCUMSTANCES 
DESCRIBED HEREIN; 

A. PURSUANT TO THE GENERAL FEDERAL INCOME 
TAX TREATMENT OF PROPERTY EXCHANGED FOR A 
PRIVATE ANNUITY THE SALE OF PROPERTY TO THE 
CORPORATION IN EXCHANGE FOR IHE RECEIPT OF A 
PRIVATE ANNUITY IS NOT A TAXABLE EVENT IN THE 
YEAR 1992. 


The general federal income tax treatment of property exchanged for a 
private annuity is explained in Research Institute of America Federal 
Tax Coordinator 2d at Paragraph J-4805 as follows: 

"The transfer of property in exchange for a private annuity is 
not a taxable transaction. Thus, a taxpayer who turns his property 
over to a member of his family or other private individual, or to his 
own corporation or other corporation, which is not a life insurance 
company or a bank or an organization which issues annuities from 
time to time, in exchange for payments for life, has os immediat/! 
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taxable gate, (Emphasis is included in the text.) However, the 
payments under the arrangement are taxable when received, see 
Paragraph J- 4807. Hie actual transfer isn't taxable because the 
promise to make the lifetime payments is considered to have no 
determinable value. It makes no difference if the obligor under the 
private annuity arrangement (i.e., the transferee) is financially sound 
_a t the time of the tr ansfer since that 'private' transferee is not in the 
business ofgranflng~amiuitie5r4ris--solvenev^^ subject to the 
supervision and restrictions of insurance companies and banks, and 
may change over the payment period. (Citations omitted.)" 

In your situation, because the corporation which is issuing the annuity 
is not in the business of issuing annuities from time to time, and will 
not issue any additional annuities during the term of its private annuity 
agreement with you, and because the corporation is not a life 
insurance company or a bank and is not authorized to conduct either 
the banking business or the life insurance company business and does 
not intend to obtain such authorization, it is our opinion that it is more 
likely than not that the annuity will likely be taxable as a private 
annuity in accordance with the aforedescribed federal income tax 
consequences, as opposed to its being taxable as a commercial 
annuity. 

B. THE PRIVATE ANNUITY IS NOT INTENDED TO 
CONTAIN A GIFT OR BARGAIN SALE ELEMENT, AND THE 
EXCHANGE OF SECURITIES FOR A PRIVATE ANNUITY OF 
EQUIVALENT ACTUARIAL VALUE IS LIKELY TO BE 
EXCLUDED FROM FEDERAL GIFT TAX. 

The private annuity is intended to be issued in an amount that is equal 
to the fair market value of the Securities that are being sold in 
exchange for the private annuity. Neither any gift element nor any 
"bargain sale element" are intended to be made by either you or the 
corporation with respect to this private annuity transaction. 

Research Institute of America Federal Tax Coordinator 2d describes 
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private annuity taxation as follows at ^ragraph C- 5408: 

"Under the private annuity rules, there’s no gift tax if the sale is 
made at market price (see Chapter Q), there's no estate tax on the 
property remaining after the taxpayer's deatli (see Chapter R), and the 
taxpayer's taxable gain on the sale is spread over the annuity 
payments he receives (see Chapter J)." 


Warnick, 195-3rd T.M., Etkate Annuities , at page A-5 states: 

"Under a private annuity the possibility of the Service's finding 
a gift in the exchange of property for an annuity of acluarially equal 
value is nil." 

This author further explains at page A-15: 

"The rules already discussed all assume that the transferor is not 
making a partial gift through the annuity agreement. In other words, it 
is assumed that the fair market value of the property and the present 
value of die annuity are equal...." 

Research Institute of America Federal Tax Coordinator 2d at 
Paragraph J-4804 contains some explanatory language that is helpful 
and should be heeded if the avoidance of a gift element is being sought 
by the parties to the Annuity Agreement. The pertinent language in 
that Paragraph states: 

"Some evidence of a gift must be present for any amount to be 
excluded as a gift from the cost of the private annuity. 

"The fact that the value of the property exceeds the present 
value of the annuity is not conclusive evidence of a partial gift. 
(Citations omitted.) However, some evidence of a gift may appear if 
the taxpayer filed a gift tax return for the excess value. (Citation 
omitted.) ..." 
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It is our understanding that the private annuity payments you are to 
receive will contain an interest factor in the amount stipulated by the 
Internal Revenue Service Revenue Ruling that applies for the month in 
which the annuity agreement is entered into. 

This is very important because the Internal Revenue Service can take 
jthejosition that the present value of the annuity is less than the 
presetirvalueHlIiFSecmMesracrfd^n eachanceJoiL the annuity if the 
annuity does not contain an adequate interest rate factor to compensate 
for the time delay to the partnership in receiving its consideration for 
the sale and exchange of the Securities. For example, see Warnick, 
195-3rd T.M., Private Annuities at page A-21 discussing the United 
States Tax Court decision in LaFargue Commissioner. 73 T.C. 40 
(1979), which was affirmed in part and reversed in part by the United 
States Court of Appeals for the 9th Circuit in 689 F.2d 845 (9th Cir. 
1982), in which the Tax Court found that the annuity transaction was 
not taxable as a private annuity for among other reasons: 

"...(T)he transaction was not based on the actuarial tables and 
did not include an interest factor, and there was a large gap between 
the present value and the fair market value of the annuity. ..." 

Although the United States Court of Appeals for the 9th Circuit 
reversed the Tax Court's holding that the transaction did not involve a 
private annuity, it is important that the annuity contain an interest 
factor to account for the time value of money. 

In your situation it is clearly the intent of the parties that the price of 
the annuity is to be equal to the value of the Securities being 
exchanged for the annuity, and no gift or other valuation benefit in 
excess of such value is intended to be received by either party to the 
agreement. It is thus our opinion that it is more likely than not that no 
gift tax will be imposed on your disposition of the Securities in 
exchange for your receiving a private annuity of equal value, provided 
the actuarial value of the Securities being sold in exchange for the 
receipt of the private annuity are of an equivalent actuarial value. 
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C. THE ANNUITY PAYMENTS MUST BE UNSECURED TO 
AVOID YOUR BEING TAXED IMMISMATELY IN 1992 ON 
THE GAIN FROM THE DISPOSmON OF THE SECURITIES 
BEING EXCHANGED FOR THE ANNUITY. 

The U nited States Tax Court has held that the private annuity income 
tax rules aPDrv~on1VTgTmvate--amHHttes-4hat-Jiia„ unsecured. If the 
annuity payments are secured the annuity will be taxable as if it were 
a commercial annuity rather than a private annuity. (See Estate of 
Llovd Bell. (1973) 60 TC 469 and 212 Qqiil. (1978) 70 TC 788.) 

For example, the Tax Court in Ml held that the property transferred 
in exchange for the private annuity was secured because such property 
was placed in escrow as security for the annuity payments, and the 
annuity agreement also provided for a “cognovit" judgment against the 
parties issuing the annuity in the event they defaulted in making their 
annuity payments. Consequently, the Tax Court applied the rules 
pertaining to commercial annuities to the transaction and held that the 
taxpayers had an immediately taxable gain when they exchanged their 
appreciated stock in exchange for the secured private annuity. 

It is our understanding that the private annuity being issued to you is 
intended to be unsecured. 'Diete are to be no security interests, 
guarantees, specific funds, or other forms of collateral or assurances 
that the private annuity payments will be made by the corporation 
other than the mere unsecured contractual promise of such corporation 
tliat it will make the annuity payments as they become due under the 
terms of the annuity agreement. 

In addition, the private annuity payments will not be chargeable to or 
dependent upon the Securities transferred by you in exchange for the 
annuity. The income generated by the property will belong to the 
corporation outright, and will not be chargeable to the annuity 
payments. The amount of the annuity payments will be based on the 
fair market value of the Securities being sold for the annuity and will 
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not be based on the income generated by the Securities being 
exchanged for the annuity. 

Furthermore, the possession and/or enjoyment of the Securities being 
sold in exchange for the private annuity will reside exclusively with 
tile corporation, and you will not preserve or reserve any control of 
any kind or character over such Securities and tiie income therefrom 
that wouircbr^6inrrietained-tntefest4a-tii& posses sion or enjoyment 
of the Securities being sold in exchange for the private annuity. It is 
thus expressly intended that you will irrevocably surrender the 
enjoyment, control, ownership, and all economic benefits attributable 
to the ownership of the Securities which are being sold in exdiange 
for the private annuity. 


Consequently, provided that the private annuity payments will be 
unsecured and will always remain unsecured it is our opinion that it is 
more likely than not that the private annuity will not be taxable as a 
secured annuity that is taxable as a commercial annuity. 

D. THE DISPOSITION OF COMPENSATORY NON- 
STATUTORY SECURITIES IN AN ARM’S LENGTH 
TRANSACTION BEFORE RIGHTS IN THE SECURITIES 
BECOME TRANSFERABLE TO THE OBLIGOR 
CORPORATION, AND THE DISPOSITION OF A 
COMPENSARTORY NONSTATUTORY TRANSFERABLE 
WARRANT IN EXCHANGE FOR YOUR RECEIVING A 
SUBSTANTIALLY NONVESTED PRIVATE ANNUITY OF AN 
EQUIVALENT VALUE FROM SUCH CORPORATION IS NOT 
A TAXABLE EVENT IN THE YEAR 1992 . 

It is our opinion that it is more likely than not that an exchange of 
your nontransferable stock options for a private annuity will not be 
subject to an immediate taxable event 

The federal income tax treatment of your nontransferable non- 
statutory stock options is generally covered in Internal Revenue Code 
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Section 83 and Regulations Section 1.83-1, 1.83-3, and 1.83-7. 

Internal Revenue Code Section 83 does not initially apply to the 
taxation of your nonqualified stock options because your options are 
not actively traded on an established market and are not transferable. 
However, once the nontransferable stock options are exchanged for 
the nonvested private annuity, you wll then be subject to the ndes of 
lnternJRcvenim^CgdelScctions-83fal4md-83fh) . Under these rules to 
avoid an immediate taxable event upon the transfer ofyouFstock~ 
options for a private annuity, the stock options must be transferred for 
a substantially nonvested private annuity. 

Substantially nonvested property is property that is nontransferable 
and subject to a substantial risk of forfeiture. (See Regulations 
Section 1.83-3{b).) 

The general rule regarding the transferability of property is cited in 
Regulation Section 1 , 83-3(d) ; 

"For purposes of Section 83 and the Regulations thereunder, the 
rights of a person in property are transferable if such person can 
transfer any interest in the property to any person other than the 
transferor of the property, but only if the rights in such property of 
such transferee are not subject to a substantial risk of forfeiture. 
Accordingly, property is transferable if the person performing the 
services or receiving the property can sell, assign, or pledge (as 
collateral for a loan, or as security for the performance of an 
obligation, or any other purpose) his interest in the property to any 
person other than the transferor of such property and if the transferee 
is not required to give up the property or its value in the event the 
substantial risk of forfeiture materializes. On the other hand, property 
is not considered to be transferable merely because the person 
performing the services or receiving the property may designate a 
beneficiary to receive the property in the event of his death." 

A substantial risk of forfeiture is defined in Regulation Section 1.83- 
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3(c) as follows: 

"A substantial risk of forfeiture exists where rights in property 
that are transferred are conditioned, directly or indirectly, upon the 
future performance (or refraining from performance) of substantial 
services by any person, or Uie occurrence of a condition related to a 
purp ose of the transfer, and the possibility of forfeiture is substantial if 
such condition is nofsatisfiedT" ^ 

It is OUT opinion that it is more likely than not that a private annuity 
will be treated as being substandally nonvcsted. 

To be substantially nonvested, the private annuity must be 
nontransferable and subject to a substantial risk of forfeiture. 

Section XVI of the Private Annuity agreement specifically states that 
the private annuity payments to you are nonassignable and 
nontransferable or capable of being pledged or otherwise encumbered 
by you without the prior written consent of the Obligor first being 
obtained. Furthermore, a private annuity is customarily 
nontransferable. (Sec.Warnick, ]95-3rd T.M., Private Annuities, at 
page number A-7. ) 

It is also our opinion that it is more likely than not that the private 
annuity is subject to a substantial risk of forfeiture as exemplified by 
Section 2.5(a) of the Private Annuity Agreement which states: 

"The Annuity payments payable hereunder to the Annuitant are 
subject to a substantial risk of forfeiture to the Annuitant in that such 
Annuity payments shall terminate and lapse with the last payment 
immediately preceding the death of the Annuitant, or upon the death 
of the Annuitant if no payments have been made as of the death of the 
Annuitant; however, notwithstanding the foregoing, any annuity 
payments that were not made prior to the death of the Annuitant 
because of a breach of this Agreement by the Obligor shall be due and 
payable upon the death of the Annuitant together with any applicable 
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Interest, late charges, or other payments due hereunder, and any such 
payments shall be made to the estate of the Annuitant . There will be 
no proration of payments at the time of the death of the Annuitant or 
at anytime thereafter." 

The unpaid annuity payments upon your death are thus totally 
terminable, extinguishable, and forfeitable. Consequently, the private 
annuity is subjectloTsubsiantiahlsfc-0f4OTfeitute._ 

It is therefore our opinion that your private annuity will then be 
treated for tax purposes as your stock cations would have been treated 
under Internal Revenue Code Section 83. The result of this 
substitution is that when your private annuity substantially vests under 
Internal Revenue Code Section 83, it will be taxed in the same manner 
that the slock options would have been taxed under Internal Revenue 
Code Section 83(a) and (b)' . Therefore, it is our opinion that it is 
more likely than not that when the private annuity substantially vests 
(i.e., when payments under the terms of the annuity agreement are 
actually received by you) you will at that time be subject to a taxable 
event. 

The term "nonstatulory stock options" includes warrants to purchase 
stock. (See Research Institute of America Federal Tax Coordinator 
2d at paragraphs H-2850 and H-2853, citing Frank Shamburger 
(1973) 61 TC 85, affirmed (1975, CAS) 508 F2d 883.) 

It is our opinion that the compensatory nonstatutory transferable 
warrant which is being sold in exchange for your receiving a 
substantially nonvested private annuity will not cause a taxable event 
in 1992, the year of the exchange. 

Furthermore, assuming that vested nontransferable stock options and a 
vested transferable warrant (as defined in Income Tax Regulation 
Section 1.83-3(a)) are exchanged for a private annuity, it is more 
likely than not that such an exchange will not result in an immediate 
taxable event. 
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E. NONCOMPENSATORY NONSTATUTORY SECURITIES 
TRANSFERRED TO THE OBLIGOR CORPORATION IN 
EXCHANGE FOR YOUR RECEIVING A SUBSTANTIALLY 
NONVESTED PRIVATE ANNUITY OF AN EQUIVALENT 
VALUE FROM SUCH CORPORATION WILL LIKELY NOT 
BE A TAXABLE EVENT IN THE YEAR 1992, THE YEAR OF 
IEXCHANGE; — ^ ^ - 


Noncompensatory nonstatntory Securities are not covered by Internal 
Revenue Code Section 83. Internal Revenue Code Section 83 only 
governs property transferred in connection with the performance of 
services, and since these Securities are non-compensatory they will be 
exempt from Internal Revenue Code Section 83 rules as previously 
herein discussed. 

It is our opinion that it is more likely than not that these non- 
compensatory nonstatutory Securities will be covered by the general 
federal income tax treatment of property exchanged for a private 
annuity. The Research Institute of America Federal Tax Coordinator 
2d at Paragraph J-4804 explains the federal income tax treatment of 
property exchanged for a private annuity as follows: 

"The transfer of property in exchange for a private annuity is 
not a taxable transaction. Thus, a taxpayer who turns his property 
over to a member of his family or other private individual, or to his 
own corporation or other corporation, which is not a life insurance 
company or a bank or an organization which issues annuities from 
time to time, in exchange for payments for life, has no immediate, 
taxable f a»». (Emphasis is included in the text) However, the 
payments under the arrangement are taxable when received, see 
Paragraph J-4806. The actual transfer isn't taxable because the 
promise to make the lifetime payments is considered to have no 
determinable value. It makes no difference if the obligor under the 
‘private’ transferee is not in the business of granting annuities, his 
solvency is not subject to the supervision and restrictions of insurance 
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companies and banks, and may change over the payment period. 
(Citations omitted.)" 

Because the non-compensatory nonstatutory Securities are not subject 
to Internal Revenue Code Section 83 coverage, it is our opinion that it 
is more likely than not that the non-compensatory nonstatutory 
■^tecnrities tr ansferred in exchange for the private annuity will likely be 
taii^hlB^s^Tropert^^rhijis!eited~Tinexc^ in 

accordance with the aforedescribed federal income tax consequences. 

F. NOTWITHSTANDING THE FOREGOING, THE 
DISPOSITION OF SECURITIES WITHOUT A READILY 
ASCERTAINABLE FAIR MARKET VALUE TO AN OBLIGOR 
CORPORATION IN EXCHANGE FOR YOUR RECEIVING A 
PRIVATE ANNUITY OF AN EQUIVALENT VALUE FROM 
SUCH CORPORATION IS ARGUABLY NOT GOVERNED BY 
INTERNAL REVENUE CODE SECTION 83, AND WOULD 
THUS BE EXEMPT FROM TAXATION PURSUANT TO THE 
FOREGOING INTERNAL REVENUE CODE SECTION 83 
RULES! 

Notwithstanding the foregoing, the transfer of stock options without a 
readily ascertainable fair market value in exchange for a private 
annuity is arguably not subject to the Internal Revenue Code Section 
83 rules. 

If Internal Revenue Code Section 83 does not apply to the transfer of 
stock options in exchange for a private annuity, the stock options that 
are transferred in exchange for a private annuity, will likely be 
governed according to the aforedescribed federal income rules 
covering private annuities, that apply to property interests that are not 
transferred in connection with the performance of services. 

Internal Revenue Code Section 83(e) recites the situations in which 
Section 83 does not apply to certain property interests transferred in 
connection with the performance of services. That statute states: 
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"This Section shall not apply to- 

(1) a transaction to which Section 421 applies, 

(Z) a transfer to or from a trust described in Section 401(a) or a 
transfe r under an annuity plan which meets the requirement of Section 
404 ( 8 ) 0 );: ^ ^ ^ 

(3) the transfer of an option without a readily ascertainable fair 
market value, 

(4) the transfer of property pursuant to the exercise of an option 
with a readily ascertainable fair market value at the date of grant, or 

(5) group-term life insurance to which Section 79 applies.* 

Under Internal Revenue Code Section 83(e)(3), a stock option without 
a readily ascertainable fair market value is not subject to Internal 
Revenue Code Section 83. 

In your situation, your stock options are not actively traded on an 
established market and according to Regulation Section 1.83'7(b) 
should not have a readily ascertainable fair market value: That 
Regulation states: 

"(1) Options have a value at the time they are granted, but that 
value is ordinarily not readily ascertainable unless the option is 
actively traded on an established market . 

(2) When an option is not actively traded on an established 
market, it docs not have a readily ascertainable fair market value 
unless its fair market value can otherwise be measured with 
reasonable accuracy. For purposes of this Section, if an option is not 
actively traded on an established market, the option does not have a 
readily ascertainable fair market value when granted unless the 
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taxpayer can show that all of the following conditions exist: 

CO The option is transferable by the optionee; 

(ii) The option is exercisable immediately in full by the 
optionee; 

(iii) The- option or llie^f^ier^'^nbjc(rt-to-4he-^pdon^js not^ 
subject to any restriction or condition (other than a lien or other 
condition to secure the payment of the purchase price) which has a 
significant effect upon the fair market value on the option; and 

(iv) The fair market value of the option privilege is readily 
ascertainable in accordance with paragraph (b)(3) of this Section." 

The Regulations further state in Section 1.83-7(b)(3) that in 
determining whether the value of the option privilege is readily 
ascertainable, and in determining the amount of such value when such 
value is readily ascertainable, it is necessary to consider- 

"(i) Whether the value of the property subject to the option can 
be ascertained; 

Oi) The probability of any ascertainable value of such property 
increasing or decreasing; and 

Ciii) The length of the period during which the option can be 
exercised" 

It is our understanding that none of these factors exist regarding your 
stock options, and therefore your stock options do not have a readily 
ascertainable value. Consequently, it is our opinion that it is more 
likely than not that if your stock options do not have a readily 
ascertainable value Internal Revenue Code Section 83 does not apply 
to the transfer of the stock options in exchange for the private annuity 
by virtue of Internal Revenue Code Section 83(e)(3). 
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However, this provision is a seemingly ignored provision of the 
Internal Revenue Code. There is little discussion of the applicability 
of this provision and the Regulations and authorities have generally 
overlooked this Section. Instead, the Regulations and authorities 
provide for an alternative method of analysis, as already herein 
fligmissed, fo r treating the transfer of nonvested stock options in 
exchangefoFa^rivatelmnuil^t: — _ __L 

We thus caution you that while Internal Revenue Code Section 83(e) 
stales that Internal Revenue Code Section 83 shall not apply to the 
transfer of stock options without a readily ascertainable fair market 
value, this provision should be viewed most speculatively because of 
the lack of substantive material supporting the application and use of 
this Section. Therefore, it is our opinion that while you should be 
aware' of this provision you should be cautious in your reliance upon 
it. It is advisable that you proceed conservatively, and cautiously 
follow the Regulations governing the transfer of property in 
connection with the performance of services as already herein set 
forth.- 

G. A PRIVATE ANNUITY MIGHT NOT BE CLASSIFIED AS 
CONSTITUTING "PROPERTY" Wn'HIN THE MEANING OF 
INCOME TAX REGULATION SECTION 1.83-3(e). 

A private annuity might not be considered to constitute "property" as 
that terra is defined in Income Tax Regulation Section I.83-3(e). This 
regulation defines property as including "real and personal property 
other than either money or an unfunded and unsecured promise to pay 
money or property in the future." 

The private annuity is an unsecured promise to pay money in the 
future. 

Section HI 3.1 of the Private Annuity Agreement states in pertinent 
part that "{T)he parties further agree that the Obligor will not establish 
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any security or any fiend or other specific chargeable source for the 
payment of the purchase price (being the Annuity) hereunder. " 

It is thus reasonable to conclude that the private annuity is mfimded as 
well as being unsecured, and thus does not constitute property within 
the meaning of Income Tax Regulation Section 1.83-3(e). However, 
you shou ld be aware that we have not located any pertinent decisions, 
rulings, oTbtfiiFlelShaTithoritv-tfaat-SBbstantiatesJ his conclusion. 

Professor of Law Daniel C. Knickerbocker, Jr. of Seton Hall 
University School of Law has written in Knickerbocker, 134-4th 
T.M., Annuities, at page A-34 that; "...Section 83 governs property 
transferred in connection with the pertformance of service. ... Where 
an employer has merely promised to pay an annuity to a beneficiary 
surviving one of its employees, there is no transfer of property either 
to the employee when the promise is made or to the beneficiary when 
the promise matures on the employee's death, 'Property' as used in 
Section 83 does not include 'an unfunded and unsecured promise to 
pay money in the future.' On the other hand, if the employer backs 
the promise with assets placed beyond the reach of the employer's 
creditors, the value of the promise will be includible in the employee's 
or beneficiary's income at the moment the benefits become 
transferable or nonforfeitable.” (Citing Income Tax Regulation 
Section 1.83-3(e).) 

The assets of the Obligor are not to be placed beyond the reach of its 
creditors, and it is thus quite likely that the private annuity that is 
being issued to you will not be construed to constitute "property" as 
that term is defined in determining the applicability of Section 83 of 
the Internal Revenue Code to the private annuity. 

II. THE SUBSEQUENT EXERCISE OF THE SECURITIES BY 
THE OBLIGOR WILL LIKELY NOT GENERATE A TAXABLE 
EVENT TO THE ANNUITANT. 

Income Tax Regulation Section 1.83-l(c) describes the tax 
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consequences with respect to the disposition of nonvested property in a 
transaction that is not engaged in at arm's-iength. Under such 
circumstances, the subsequent exercise of the securities by the Obligor 
would cause the earner of the compensatory element of the property to 
be taxed upon the exercise of the option. A detailed example of this 
principle is given in the regulation to illustrate this point. 

HoweveiTTiTQur^ihiatiQn-the-dispa^ of the securities does not 
involve nonvested property, and the disposition is atam^sdenplir 
Consequently, the tax consequences set forth in this regulation do not 
apply. Instead, the tax consequences set forth in Income Tax 
Regulation Section 1.83-7(a) apply to the transaction. In pertinent 
part such regulation states: "If the option is sold or otherwise 
disposed of in an arm's-length transaction, sections 83(a) and 83(b) 
apply to the transfer of money or other properly received in the same 
manner as sections 83(a) and 83(b) would have applied to the transfer 
of property pursuant to an exercise of the option." 

Thus, as under Internal Revenue Code Sections 83(a) and (b) and the 
regulations promulgated thereunder no taxable event will occur to the 
Annuitant until the annuity vests (when the annuity payments are 
received by the Annuitant), the exercise of the options after the 
transfer of the securities to the Obligor pursuant to the annuity 
transaction is not likely to be a taxable event to the Annuitant. 

I. THE SUBSEQUENT CONTRIBUTION OF THE ANNUITY 
TO A GRANTOR TRUST BY THE ANNUITANT WHO IS THE 
GRANTOR-SETTLOR OF SUCH TRUST WILL LIKELY NOT 
CAUSE THE INCOME TAX CONSEQUENCES TO VARY 
FROM THOSE DESCRIBED HEREIN. 

You have indicated that you are contemplating the possibility of 
contributing the annuity to a grantor trust in which you would be the 
settlor. You have inquired whether such a contribution would alter 
the anticipated federal income lax consequences from those described 
herein. 
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The pertinent rules relating to the taxation of a grantor trust for 
federal income tax purposes are set forth In Section 671 of the Internal 
Revenue Code. In pertinent part that statute states; Where it is 
specified in this subpart that the grantor ... shall be treated as the 
owner of any portion of a trust, there shall then be included in 
computing the taxable income and credits of the grantor ... those items 
^^iFhTt-ome7deaicfionsranrf~oredite-agaiBSt^^ trust which are 
attributable to. that portion of the trust to the extent that such items 
would be taken into account under this chapter in computing taxable 
income or credits against tax of an individual." 

This statute is further interpreted in Income Tax Regulation Section 
1.67I-2(a) in pertinent part as follows: "Under section 671 a grantor 
or another person includes in computing his taxable income and 
credits those items of income, deduction, and credit against tax which 
are attributable to or included in any portion of a trust of which he, is 
treated as the owner." 

Thus, provided that the trust to which the annuity is contributed by the 
Annuitant is classified as a "grantor trust" under Internal Revenue 
Code Section 671, the tax consequences of such trust will be incurred 
by the Annuitant-Grantor. 

In addition. Section 72(u) of the Internal Revenue Code indicates that 
an annuity contract that is not held by a natural person (such as the 
grantor trust) is to be taxed in accordance with the statutory scheme 
set forth within such statute. 

However, that statute specifies that "For purposes of this paragraph, 
holding by a trust or other entity as an agent for a natural person shall 
not be taken into account. " 

Because the Annuitant is a "natural person" this statute does not apply 
and the normal annuity taxation rules would apply to the annuity. 
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Consequently, the tax consequences relating to the annuity will likely 
not vary from those incurred fay the Annuitant in die event that the 
Annuitant were to subsequently contribute the annuity to the grantor 
trust. 

ra. CONCLUDING COMMENTS. 


Tlie opinions contained herein have been carefully considered ^y^s~ 
and reflect the federal income tax consequences we anticipate will 
apply to the areas we have discussed. Nevertheless, they are only 
opinions and should not be considered to be guarantees. 

Our opinions have been limited to our examination of the federal 
income tax consequences discussed above, as indicated herein. Our 
opinion expressly does not cover or concern itself with other issues 
not addressed herein, including but not limited to the reality of values. 

Our opinion is based upon the status of the federal income tax law as 
of the date in which this opinion is written. Should there be any 
change in the applicable tax laws or the facts and circumstances 
relating to the events described herein, the opinions expressed herein 
necessarily require a reevaluation in the light of such changes. 

In the event there is any change in the tax principles applicable to our 
opinion herein, we specifically disclaim any undertaking or obligation 
to advise you of any such changes which may hereafter occur. 

There is no assurance that the Internal Revenue Service or anyone else 
will not raise issues that have not been discussed herein. 

Our analysis is based on the facts and/or assumptions contained in this 
letter. If such facts and/or assumptions are inaccurate or incomplete, 
our analysis and conclusions are equally inaccurate or incomplete and 
might vary substantially from those contained herein. 
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As you may be aware, the Internal Revenue Service, other 
government agencies, and the applicable courts possess the ability to 
challenge the legitimacy and reality of an entity or a transaction and 
can claim that an entity or a transaction are something other than what 
the parties genuinely believed them to be. 

4B-4lfihl of these matters, w e need to caution you that the Internal 
Revenue Service, other govapnniehragenciBsrxir-a-oettrtmdghljsie^ 
the transacdons which are the subject of this letter in a manner 
differently than we would view them. 

There are numerous instances when the Internal Revenue Service or 
the courts misread or misapply the legal principles involved in the 
case, leading to a tax result that may be contrary to what the taxpayer 
anticipated. 

The Internal Revenue Service and the courts generally carefully 
examine the substance and business purpose and economic reality 
behind a transaction to determine if the transaction is genuine and is to 
be granted recognition for tax purposes. 

However, it is our view based on the information presented to us as 
expressed herein that it is more likely than not that the transactions 
described herein will be upheld as being bona fide. 

Respectfully submitted, 

PRATTER, TEDDER & GRAVES 


Datud H. Tedder, 
Attorney at Law 
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URC 5«c. $3. Property transfeireci tn connection wiUi performance of serwea. 

(a) Oei^ral Role. !f, in conneclicii w!h the perfonmace of services, property b truutrerred 
to any person other Uum ibe parson for whom mch services are {^oriMcl, the exuss c^- 

(i) the fair toarket value of such property (determined without m^rd to any 
»thef than a fe rtriclion which by its terms wiU never lapse) lU the hist time the rights of tbs 
person tr a nsf e mblo cuiJKgLPOt subject to a Bubstandai 

risk of forfeiture, whichever occurs earlier, over 

(2) the (if any) paid for such property, t^U be incluthxl in the gross income of the 
person wiu> fHufofitMsd such services In the first taxable year in which the rights of (ha person having 
the beneficii! iirterest in such prq^rty transferable or arc not subject to a substantial risk of 
forfidturB, whichever is applicable. The preceding sentence ahatl not apply if such person sells or 
othsTwi^ dbposes of such property in an arm's loigth transaction before bis rights in such property 
becenne transbrable or are not subject to a substantial ride of for feilure. 

^) Election to include In gross income in ytax of transfer. 

(t) In general. Any person who performs services in connection with which property 
IS tfBnsftTRsd to any person may dect to include in his gross income, for the taxable year la whkdi such 
property U tranafcriod, (he excess of- 

(A) (he fair market value of such property at (he time of transfer 
(ddentilned without regard to any restriction other than a rMtriction which by its terms will never 
|{^>se), ov^ 

(B) the amount (if any) paid for sud) property. 

if such election is made, subsecUon (a) shall not apply with respect to the transfer of such property, and 
if ^ch prc^ierty is subsequently forfeited, no deduction sbail be allowed in respect of such forfmlure. 

(2) Election. An election under paragra(^ (I) with respect to any transfer of 
property shall be made in such a manner as die Secretary proscribes and diaU be made not later than 
30 days iRer Ihe date of such transfer. Such election may not be revoked excei^ with the connnt of * 
(he Secretary. 
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IN WITNESS WHEREOF, the parties hereby enter into this 
Agreement to be effective, for all purposes on , 19 . 


NEVADA CORPORATION 

By ^ 


FOREIGN CORPORATION 
By 
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PRAHERJEDDER & GRAVES 

ATTOHNBV* AT lAW 


ceNTuwT ciTT omce 

l»OI AVCKUE oriHC 
SIKTECNTH rkOOB 
i.OS ANSCLCS, CA SOOST 
TCLEAHOMC UI3I 17e>E2e7 
BAX l»l3]a7*'AM« 


OWAHSC CtHlWTT omcE 
>tOO TOWN A COUNraV BOAB 
SUITE 700 
OMAHBC^CA BZB«B 
iCtEAHBME mA) ««r'Oiro 
TAX friAt Bcr7->»B4 


KKn.TK>. 


April 9. 1992 

S^Ung Software Ino. 

8080 N. Central Expressway 

Suite UOO 

Dallas, Texas 75206 


Dear Sterling Software Inc., 

Att 2 u:hcd is ftic tax opinion dated February 28, 1992, in which Internal Revenue Code Section 
83 is (Uscussed with respect to the sale of SteHing Software, Inc. Warrants to a Nev^a 
Corpoz^on for a Private Annuity of equal value issued to Charles Wyly. 

This is to inform that you may rely on this opinion with respect to the taxation matters, 
discussed therein. 


Very truly yours, 
By ‘'v' 

David Tedder 
Attomey-at-Law 
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PRAnER. TEDDER & GRAVES 

ATrQf?NE<ra AT LAW 


eewTUBf art ofnec 
1901 AVENUE or THE STARS 
SIATEtHTH FIOOB 
LOS AWOCLCB, CA BOOST 

rCiePMONE 1819! S7S-22a7 
FAX ei9)e7ft'«B4e 


OBAWSE COUNTT Ofricc 
IlOO TOWN A eoUHTAV ROAO 

sunc 700 
OHANOC.CA uses 
TeLei-noNsms) ee7-oi70 
7AX I7UN SS7>I«»4 


REPLY TO. 



April 9, 1992 

Michaels Stores Inc. 

8080 N. Central Expressway 
Suite 1100 
Dallas, Texas 75206 


Dear Michaels Stores Inc., 

Attached is the tax opinion dated February 28,1992, in which Internal Revenue Code Section 
83 is discussed with respect to the sale of Michaels Stores, Irc. Options to a Nevada 
Corporation for a Private Annuity of equal value issued to Charles Wyly, 

This is to inform you that you may rely on this opinion with respect to the taxation matters 
discussed therein. 


Very truly yours. 


B y " ' 

DaVid Tedder 
Attorney-at-lAW 
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PRATTER.TEDDER & GRAVES 

ATTOMMCT* AT bMW 


etHTwiTP cirr orrict 

i»OI AVCMWC er THC STABS 
SISTCCNTH rWlOB 
bOS AH«CU:S. CA SOOST 
TCbCSMONC UOI ir«-»ST 
FM am IFS>«S4S 


0WAW6C eovMTt omct 
•toe rowM s eeuHTBT soao 
SUIT* TOO 
e«AN 0 C.eA s>sa« 
TCUCMONC I7K ««T>OiTO 
FM !?Mi aeT-i »«4 


Febroary 28, 1992 
Mr^baries Wyly 

8080 North Central Expressway, Suite #1100 
Dallas, Texas 75206 


Dear Mr. Wyly: 

You have requested the opinion of PRATTER, • TEDDER & 
GRAVES concerning the 1992 federal income tax consequences that 
are likely to apply to the proposed sale of "Securities" herein defined 
and identified in Schedule A, in exchange for a private annuity, with 
such sale occurring during the 1992 taxable year. 

Our analysis and opinion are based upon the facts and information as 
set forth herein and our assumption that these facts and information 
present a true, accurate, and complete description of the facts that are 
relevant to the proposed transaction described herein and the taxation 
issues we are addressing herein. 

We have reviewed the various legal documents and other information 
in connection with this proposed plan. This opinion assumes that the 
program will be implemented in a manner that is unmodified from the 
proposed program described herein. 

We have only been requested to examine the material federal tax 
aspects that relate to the proposed program described herein. We 
have not been requested to examine other laws and concerns that 
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pertain to the business transactions and/or the proposed program. 
Consequently, although numerous federal and state laws and 
Regulations apply to the business transactions, we expressly disclaim 
any opinion as to the effect of such laws and Regulations to the 
business transaction except as are otherwise expressly indicated 
herein. - 


This opinion is founded upon a prospective plan of action that has not 
yet been completed. Recognizing that facts and circumstances may 
change, and recognizing that such changes may affect the legal and 
tax consequences pertaining to the operations of the business 
transaction, we must therefore advise you that any change or deviation 
from the proposed plan of action described herein might produce 
different tax consequences than those set forth in this opinion. 

Our opinion represents our conclusions derived from our legal 
analysis in which we applied the facts and circumstances pertaining to 
the Securities owned by you personally and the proposed business 
transaction as described herein to our interpretation of federal tax law. 

Our analysis and opinion are limited to the above issue of federal 
taxation and do not cover or relate to any other legal or taxation issue 
that may pertain to such a transaction, and we expressly disclaim any 
opinion as to such matters. 

Our opinion has no binding effect or official status of any kind, type, 
or character. We cannot assure you or anyone else that the opinions 
and conclusions contained in this opinion letter will be sustained by 
the Internal Revenue Service, any court of law, or anyone else. 

I. THE FACTUAL FOUNDATION; 

It is our understanding that you are considering the sale of Securities 
to an unrelated domestic corporation which will issue a private annuity 
in exchange for the Securities. It is our further understanding that it is 
the express intent of the parties to the transaction that the value of the 

2 


PSI-WYBR 00247 



3435 


Securities will equal the value of the annuity and that no gift or 
bargain sale or discounted sale price will arise as a result of the 
transaction. Further, it is our understanding that the private annuity is 
intended to be issued in an amount that is equal to the fair market 
value of the Securities that are being sold in exchange for the private 
a nnuity . Neither any gift element nor any "bargain sale element" are 
intended ^TF~made~bT"yon~with--fespeGt-4Q~Ak pri vate annuity 
transaction. 

The private annuity payments will not be chargeable to or dependent 
upon the Securities sold in exchange for the annuity. The amount of 
the annuity payments will be based on the fair market value of the 
Securities. 

It is our further understanding that the domestic corporation intending 
to purchase the Securities in exchange for the issuance of the private 
annuity is wholly owned by a foreign corporation which is wholly- 
owned by a foreign nongrantor trust. TTiis trust has been established 
by you for the benefit of one (1) or more foreign beneficiaries during 
your lifetime. We understand that during your lifetime the trust will 
have no United States beneficiaries, but in the taxable years following 
your death the trust may have one (1) or more beneficiaries who are 
United States citizens and/or resident aliens. 

We understand that the private annuity is intended to be unsecured. 
There are to be no security interests, guarantees, specific funds, or 
other forms of collateral or assurances that the private annuity 
payments will be made by the corporation other than the mere 
unsecured contractual promise of such corporation that it will make 
the annuity payments as they become due under the terms of the 
annuity agreement. 

We further understand that the private annuity payments will not be 
chargeable to or dependent upon the Securities transferred by you in 
exchange for the annuity. Any income generated by the Securities 
will belong to the corporation outright, and will not be chargeable to 
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the annuity payments. 

We understand that the amount of the annuity payments will be based 
on the fair, market value of the Securities being exchanged for the 
annuity and will not be based on any income generated by the 
Secur ities that are being transferred for the annuity. 


We also understand that the possession and/or enjoyment of the 
Securities being exchanged for the private annuity vdll reside 
exclusively with the acquiring corporation, and you will not preserve 
or reserve any control of any kind or character over such Securities or 
any income therefrom that would constitute a retained interest in the 
possession and/or enjoyment of the Securities being exchanged for 
the private annuity. It is thus expressly intended that you will 
irrevocably surrender the enjoyment, control, ownership, and all 
economic benefits attributable to the ownership of the Securities which 
are sold in exchange for the private annuity. 

It is our understanding that the private annuity payments will contain 
an interest factor in the amount stipulated by the Internal Revenue 
Service Revenue Ruling that applies for the month in which the 
annuity agreement is entered into. 

We understand that the corporation issuing the private annuity is not in 
the business of issuing annuities from time to time, and it will not 
issue any additional annuities during the term of its private annuity 
agreement with you. 

We further understand that the corporation issuing the private annui^ 
is not a life insurance company or a bank and is not authorized to 
conduct either the banking business or the life insurance company 
business and does not intend to obtain such authorization. 

We have been advised that there are no outstanding encumbrances on 
the Securities, and consequently we do not express any opinion that 
relates to this issue. 
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You have advised us that your stock options are nootransferable and 
are not actively traded on an established market. The Nonstatutory 
Option Agreements verify and specify the nontransferability of the 
stock options. 

ToiTFavrlTirdierinfcHmied-Bs^^hat-the- Stock warrants are trans ferable 
and that certain warrants are compensatory while other warrmits^re^ 
noncompensatory in nature. You have advised us that these warrants 
are not actively traded on an established market. 

n. OPINION AND ANALYSIS OF THE 1992 FEDERAL 
INCOME TAX CONSEQUENCES THAT ARE LIKELY TO 
APPLY TO THE PROPOSED SALE OF SECURITIES TO A 
CORPORATION IN EXCHANGE FOR A PRIVATE ANNUITY, 
WITH SUCH SALE OCCURRING DURING THE 1992 
TAXABLE YEAR UNDER THE CIRCUMSTANCES 
DESCRIBED HEREIN: 

A. PURSUANT TO THE GENERAL FEDERAL INCOME 
TAX TREATMENT OF PROPERTY EXCHANGED FOR A 
PRIVATE ANNUITY THE SALE OF PROPERTY TO THE 
CORPORATION IN EXCHANGE FOR THE RECEIPT OF A 
PRIVATE ANNUITY IS NOT A TAXABLE EVENT IN THE 
YEAR 1992. 

The general federal income tax treatment of property exchanged for a 
private annuity is explained in Research Institute of America Federal 
Tax Coordinator 2d at Paragraph J-4805 as follows; 

"The transfer of property in exchange for a private annuity is 
not a taxable transaction. Thus, a taxpayer who turns his property 
over to a member of his family or other private individual, or to his 
own corporation or other corporation, which is not a life insurance 
company or a bank or an organization which issues annuities from 
time to time, in exchange for payments for life, has m immediate 
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im^k ma- (Emphasis is included in the text.) However, the 
payments under the arrangement are taxable when received, see 
Paragraph J- 4807. The actual transfer isn't taxable because the 
promise to make the lifetime payments is considered to have no 
determinable value. It makes no difference if the obligor under the 
private a nnuity arrangement (i.e., the transferee) is financially sound 
at the time of tfie^traHgfersnice~that ^privatet-transfer ee ix not in the 
business of granting annuities, his solvency is not subject to the 
supervision and restrictions of insurance companies and banks, and 
may change over the payment period. (Citations omitted.)" 

In your situation, because the corporation which is issuing the annuity 
is not in the business of issuing annuities from time to time, and will 
not issue any additional annuities during the term of its private annuiQr 
agreement with you, and because the corporation is not a life 
insurance company or a bank and is not authorized to conduct either 
the banking business or the life insurance company business and does 
not intend to obtain such authorization, it is our opinion that it is more 
likely than not that the annuity will likely be taxable as a private 
annuity in accordance with the aforedescribed federal income tax 
consequences, as opposed to its being taxable as a commercial 
annuity. 

B. THE PRIVATE ANNUITY IS NOT INTENDED TO 
CONTAIN A GIFT OR BARGAIN SALE ELEMENT, AND THE 
EXCHANGE OF SECURITIES FOR A PRIVATE ANNUITY OF 
EQUIVALENT ACTUARIAL VALUE IS LIKELY TO BE 
EXCLUDED FROM FEDERAL GIFT TAX. 

The private annuity is intended to be issued in an amount that is equal 
to the fair market value of the Securities that are being sold in 
exchange for the private annuity. Neither any gift element nor any 
"bargain sale element" are intended to be made by either you or the 
corporation with respect to this private annuity transaction. 

Research Institute of America Federal Tax Coordinator 2d describes 
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private annuity taxation as follows at Paragraph C- 5408: 

"Under the private annuity rules, there's no gift tax if the sale is 
made at market price (see Chapter Q), there’s no estate tax on the 
property remaining after the taxpayer's death (see Chapter R), and the 
taxpayer's taxable gain on the sale is spread over -the annuity 
payments heleceivesXsee^^jterif^T^'^ 


Warnick, 195-3rd T.M., Private Annuities , at page A-5 states: 

"Under a private annuity the possibility of the Service's finding 
a gift in the exchange of property for an annuity of actuarially equal 
value is nil." 

This author further explains at page A- 15: 

"The rules already discussed all assume that the transferor is not 
making a partial gift through the annuity agreement. In other words, it 
is assumed that the fair market value of the property and the present 
value of the annuity are equal.... " 

Research Institute of America Federal Tax Coordinator 2d at 
Paragraph J-4804 contains some explanatory language that is helpful 
and should be heeded if the avoidance of a gift element is being sought 
by the parties to the Annuity Agreement. The pertinent language in 
that Paragraph states; 

"Some evidence of a gift must be present for any amount to be 
excluded as a gift from the cost of the private annuity. 

"The fact that the value of the property exceeds the present 
value of the annuity is not conclusive evidence of a partial gift. 
(Citations omitted.) However, some evidence of a gift may appear if 
the taxpayer filed a gift tax return for the excess value. (Citation 
omitted.) ..." 
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It is our understanding that the private annuity payments you are to 
receive will contain an interest factor in the amount stipulated by the 
Internal Revenue Service Revenue Ruling that applies for the month in 
which the annuity agreement is entered into. 

This is very important because the Internal Revenue Service can take 
the pdsitldtPQiarTheT5resent-valiie-of-the.^annuityLis^jes£jhan the 
present value of the Securities sold in exchange for the annuity if the 
annuity does not contain an adequate interest rate factor to compensate 
for the time delay to the annuitant in receiving its consideration for the 
sale and exchange of the Securities. For example, see Wamick, 195- 
3rd T.M., Private Annuities at page A-21 discussing the United States 
Tax Court decision in LaFarpue y^ Commissioner . 73 T.C. 40 (1979), 
which was affirmed in part and reversed in part by the United States 
Court of Appeals for the 9th Circuit in 689 F.2d 845 (9th Cir. 1982), 
in which the Tax Court found that the annuity transaction was not 
taxable as a private annuity for among other reasons: 

"...(T)he transaction was not based on the actuarial tables and 
did not include an interest factor, and there was a large gap between 
the present value and the fair market value of the annuity. ..." 

Although the United States Court of Appeals for the 9th Circuit 
reversed the Tax Court's holding that the transaction did not involve a 
private annuity, it is important that the annuity contain an interest 
factor to account for the time value of money. 

In your situation it is clearly the intent of the parties that the price of 
the annuity is to be equal to the value of the Securities being 
exchanged for the annuity, and no gift or other valuation benefit in 
excess of such value is intended to be received by either party to the 
agreement. It is thus our opinion that it is more likely than not that no 
gift tax will be imposed on your disposition of the Securities in 
exchange for your receiving a private annuity of equal value, provided 
the actuarial value of the Securities being sold in exchange for the 
receipt of the private annuity are of an equivalent actuarial value. 
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C. THE ANNUITY PAYMENTS MUST BE UNSECURED TO 
AVOID YOUR BEING TAXED IMMEDIATELY IN 1992 ON 
THE GAIN FROM THE DISPOSHION OF THE SECURITIES 
Bi2NG EXCHANGED FOR THE ANNUITY. 

Tfie^UmTea^StaierTax^^mft ltM4ietd^at-ih e pr i vate annuit y income 
tax rules apply only to private annuities that are unsecured . If Ae^ 
annuity payments are secured the annuity will be taxable as if it were 
a commercial annuity rather than a private annuity. (See Estate q[ 
Lloyd fisli, (1973) 60 TC 469 and 211 Corp. . (1978) 70 TC 788.) 

For example, the Tax Court in EfiU held that the property transferred 
in exchange for the private annuity was secured because such property 
was placed in escrow as security for the annuity payments, and the 
annuity agreement also provided for a "cognovit" judgment against the 
parties issuing the annuity in the event they defaulted in making their 
annuity payments. Consequently, the Tax Court applied the rules 
pertaining to commercial annuities to the transaction and held that the 
taxpayers had an immediately taxable gain when they exchanged their 
appreciated stock in exchange for the secured private annuity. 

It is our understanding that the private annuity being issued to you is 
intended to be unsecured. There are to be no security interests, 
guarantees, specific funds, or other forms of collateral or assurances 
that the private annuity payments will be made by the corporation 
other than the mere unsecured contractual promise of such corporation 
that it will make the annuity payments as they become due under the 
terms of the annuity agreement. 

In addition, the private annuity payments will not be chargeable to or 
dependent upon the Securities transferred by you in exchange for the 
annuity. The income generated by the property will belong to the 
corporation outright, and will not be chargeable to the annuity 
payments. The amount of the annuity payments will be based on the 
fair market value of the Securities being sold for the annuity and will 
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not be based on the income generated by the Securities being 
exchanged for the annuity. 

Furthermore, the possession and/or enjoyment of the Securities being 
sold in exchange for the private annuity will reside exclusively with 
the corporation, and you will not preserve or reserve any control of 
miv"Ehd"orcliaractert)vei^stielr^eeuade& anrLthe i n come therefrom 
that would constitute a retained interest in the possession or enjoyment 
of the Securities being sold in exchange for the private annuity. It is 
thus expressly intended that you will irrevocably surrender the 
enjoyment, control, ownership, and all economic benefits attributable 
to the ownership of the Securities which are being sold in exchange 
for the private annuity. 


Consequently, provided that the private annuity payments will be 
unsecured and will always remain unsecured it is our opinion that it is 
more likely than not that the private annuity will not be taxable as a 
secured annuity that is taxable as a commercial annuity. 

D. IBE DISPOSITION OF COMPENSATORY NON- 
STATUTORY NONVESTED SECURITIES IN AN ARM'S 
LENGTH TRANSACTION BEFORE RIGHTS IN THE 
SECURITIES BECOME TRANSFERABLE TO THE OBLIGOR 
CORPORATION, AND THE DISPOSITION OF ,A 
COMPENSATORY NONSTATUTORY TRANSFERABLE 
WARRANT IN EXCHANGE FOR YOUR RECEIVING A 
SUBSTANTIALLY NONVESTED PRIVATE ANNUITY OF AN 
EQUIVALENT VALUE FROM SUCH CORPORATION IS NOT 
A TAXABLE EVENT IN THE YEAR 1992. 

It is our opinion that it is more likely than not that an exchange of 
your nontransferable stock options for a private annuity will not be 
subject to an immediate taxable event. 


The federal income tax treatment of your nontransferable non- 
statutory stock options is generally covered in Interna! Revenue Code 
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Section 83 and Regulations Section 1.83-1, 1.83-3, and 1.83-7. 

Internal Revenue Code Section 83 does not initially apply to the 
taxation of your nonqualified stock options because your options are 
not actively traded on an established market and are not transferable. 
However, once the nontransferable stock options are exchanged for 
1fae^nonvested-OFivate-animUv.-^VQU^ will then be subject to the rules of 
Internal Revenue Code Sections 83(a) and 83(b). Under theselule^to^ 
avoid an immediate taxable event upon the transfer of your stock 
options for a private annuity, the stock options must be transferred for 
a substantially nonvested private annuity. 

Substantially nonvested property is property that is nontransferable 
and subject to a substantial risk of forfeiture. (See Regulations 
SecUon 1.83-3(b).) 

The general rule regarding the transferability of property is cited in 
Regulation Section 1.83-3(d): 

"For purposes of Section 83 and the Regulations thereunder, the 
rights of a person in property are transferable if such person can 
transfer any interest in the property to any person other than the 
transferor of the property, but only if the rights in such property of 
such transferee are not subject to a substantial risk of forfeiture. 
Accordingly, property is transferable if the person performing the 
services or receiving the property can sell, assign, or pledge (as 
collateral for a loan, or as security for the performance of an 
obligation, or any other purpose) his interest in the property to any 
person other than the transferor of such property and if the transferee 
is not required to give up the property or its value in the event the 
substantial risk of forfeiture materializes. On the other hand, property- 
is not considered to be transferable merely because the person 
performing the services or receiving the property may designate a 
beneficiary to receive the property in the event of his death." 

A substantial risk of forfeiture is defined in Regulation Section 1.83- 
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3(c) as follows: 

"A substantial risk of forfeiture exists where rights in property 
that are transferred are conditioned, directly or indirectly, upon the 
future performance (or refraining from performance) of substantial 
services by any person, or the occurrence of a condition- related to a 
^uirpbseoflliglransferr^nd the^jossibilfa^ is substantial if 

such condition is not satisfied." 

It is our opinion that it is more likely than not that a private annuity 
will be treated as being substantially nonvcsted. 

To be substantially nonvested, the private annuity must be 
nontransferable and subject to a substantial risk of forfeiture. 

Section XVI of the Private Annuity agreement specifically states that 
the private annuity payments to you are nonassignable and 
nontransferable or capable of being pledged or otherwise encumbered 
by you without the prior written consent of the Obligor first being 
obtained. Furthermore, a private annuity is customarily 
nontransferable. (See Warnick, 195-3rd T.M., Private Annuities, at 
page number A-7. ) 

It is also our opinion that it is more likely than not that the private 
annuity is subject to a substantial risk of forfeiture as exemplified by 
Section 2.5(a) of the Private Annuity Agreement which states: 

"The Annuity payments payable hereunder to the Annuitant are 
subject to a substantial risk of forfeiture to the Annuitant in that such 
Annuity payments shall terminate and lapse with the last payment 
immediately preceding the death of the Annuitant, or upon the death 
of the Annuitant if no payments have been made as of the death of the 
Annuitant; however, notwithstanding the foregoing, any annuity 
payments that were not made prior to the death of the Annuitant 
because of a breach of this Agreement by the Obligor shall be due and 
payable upon the death of the Annuitant together with any applicable 
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interest, iate charges, or other payments due hereunder, and any such 
payments shall be made to the estate of the Annuitant . There will be 
no proration of payments at the time of the death of the Annuitant or 
at anytime thereafter." 

^e unpaid annuity payments upon your death are -thus totally 
ternunabfeT^eangalsli^iter^md-forieitabier^ Consequen tly, the private 
annuity is subject to a substantial risk of forfeiture. 

It is therefore our opinion that your private annuity will then be 
treated for tax purposes as your stock options would have been treated 
under Internal Revenue Code Section 83. The result of this 
substitution is that when your private annuity substantially vests under 
Internal Revenue Code Section 83, it will be taxed in the Caroline D. 
e manner that the stock options would have been taxed under Internal 
Revenue Code Section 83(a) and (b)'. Therefore, it is our opinion that 
it is more likely than not that when the private annuity substantially 
vests (i.e., when payments under the terms of the annuity agreement 
are actually received by you) you will at that time be subject to a 
taxable event. 

The term "nonstatutory stock options" includes warrants to purchase 
stock. (See Research Institute of America Federal Tax Coordinator 
2d at paragraphs H-2850 and H-2853, citing Frank Shamhurger 
(1973) 61 TC 85, affirmed (1975, CAS) 508 F2d 883.) 

It is our opinion that the compensatory nonstatutory transferable 
warrant which is being sold in exchange for your receiving a 
substantially nonvested private annuity will not cause a taxable event 
in 1992, the year of the exchange. 

Furthermore, assuming that vested nontransferable stock options and a 
vested transferable warrant (as defined in Income Tax Regulation 
Section 1.83-3(a)) are exchanged for a private annuity, it is more 
likely than not that such an exchange will not result in an immediate 
taxable event. 
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E. NONCOMPENSATORY NONSTATUTORY SECURITIES 
TRANSFERRED TO THE OBLIGOR CORPORATION IN 
EXCHANGE FOR YOUR RECEIVING A SUBSTANTIALLY 
NONVESTED PRIVATE ANNUITY OF AN EQUIVALENT 
VALUE FROM SUCH CORPORATION WILL LIKELY NOT 
BEITTAXABLE EVH^^DITHEJFEAEJ^ YEAR OF 

EXCHANGE. 

Noncompensatory nonstatutory Securities are not covered by Internal 
Revenue Code Section 83. Internal Revenue Code Section 83 only 
governs property transferred in connection with the perfonnance of 
services, and since these Securities are non-compensatory they will be 
exempt from Internal Revenue Code Section 83 rules as previously 
herein discussed. 

It is our opinion that it is more likely than not that these non- 
compensatory nonstatutory Securities will be covered by the general 
federal income tax treatment of property exchanged for a private 
annuity. The Research Institute of America Federal Tax Coordinator 
2d at Paragraph J-4804 explains the federal income tax treatment of 
property exchanged for a private annuity as follows: 

"The transfer of property in exchange for a private annuity , is 
not a taxable transaction. Thus, a taxpayer who turns his property 
over to a member of his family or other private individual, or to his 
own corporation or other corporation, which is not a life insurance 
company or a bank or an organization which issues annuities from 
time to time, in exchange for payments for life, has no immediate, 
taxable gotn . (Emphasis is included in the text) However, the 
payments under the arrangement are taxable when received, see 
Paragraph J-4806. The actual transfer isn't taxable because the 
promise to make the lifetime payments is considered to have no 
determinable value. It makes no difference if the obligor under the 
'private' transferee is not in the business of granting annuities, his 
solvency is not subject to the supervision and restrictions of insurance 
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companies and banks, and may change over the payment period. 
(Citations omitted.)* 

Because the non-compensatory nonstatutory Securities are not subject 
to Internal Revenue Code Section 83 coverage, it is our opinion that it 
is more likely than not that the non-compensatory Jionstatutory 
SecuritieslrantterTedlirexchaiige^brAe-pfivate-annuiaLwil l likely be 
taxable as property transferred in exchange for a private annuity in 
accordance with the aforedescribed federal income tax consequences. 

F. NOTWITHSTANDING THE FOREGOING, THE 
DISPOSITION OF SECURITIES WITHOUT A READILY 
ASCERTAINABLE FAIR MARKET VALUE TO AN OBLIGOR 
CORPORATION IN EXCHANGE FOR YOUR RECEIVING A 
PRIVATE ANNUITY OF AN EQUIVALENT VALUE FROM 
SUCH CORPORATION IS ARGUABLY NOT GOVERNED BY 
INTERNAL REVENUE CODE SECTION 83, AND WOULD 
THUS BE EXEMPT FROM TAXATION PURSUANT TO THE 
FOREGOING INTERNAL REVENUE CODE SECTION 83 
RULES! 

Notwithstanding the foregoing, the transfer of stock options without a 
readily ascertainable fair market value in exchange for a private 
annuity is arguably not subject to the Internal Revenue Code Section 
83 rules. 

If Internal Revenue Code Section 83 does not apply to the transfer of 
stock options in exchange for a private annuity, the stock options that 
are transferred in exchange for a private annuity, will likely be 
governed according to the aforedescribed federal income rules 
covering private annuities, that apply to property interests that are not 
transferred in connection with the performance of services. 

Internal Revenue Code Section 83(e) recites the situations in which 
Section 83 does not apply to certain property interests transferred in 
connection with the performance of services. That statute states: 
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"TTiis Section shall not apply to- 

(1) a transaction to which Section 421 applies, 

g) a transfer to or from a trust described in Section 401(a) or a 

transfer under^F^uityplairwhich-rneets^the^^irenienLQf Section 
404(a)(2), 

(3) the transfer of an option without a readily ascertainable fair 
market value, 

(4) the transfer of property pursuant to the exercise of an option 
with a readily ascertainable fair market value at the date of grant, or 

(5) group-term life insurance to which Section 79 applies." 

Under Internal Revenue Code Section 83(e)(3), a stock option without 
a readily ascertainable fair market value is not subject to Internal 
Revenue Code Section 83. 

In your situation, your stock options are not actively traded on an 
established market and according to Regulation Section 1.83-7(b) 
should not have a readily ascertainable fair market value: That 
Regulation states: 

"(1) Options have a value at the time they are granted, but that 
value is ordinarily not readily ascertainable unless the option is 
actively traded on an established market . 

(2) When an option is not actively traded on an established 
market, it does not have a readily ascertainable fair market value 
unless its fair market value can otherwise be measured with 
reasonable accuracy. For purposes of this Section, if an option is not 
actively traded on an established market, the option does not have a 
readily ascertainable fair market value when granted unless the 
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taxpayer can show that all of the following conditions exist: 

(i) The option is transferable by the optionee; 

(H) The option is exercisable immediately in full by the 
optionee; . . 

(Hi) The option or the property subject to the option is not 
subject to any restriction or condition (other than a lien or other 
condition to secure the payment of the purchase price) which has a 
significant effect upon the fair market value on the option; and 

(iv) The fair market value of the option privilege is readily 
ascertainable in accordance with paragraph (b)(3) of this Section." 

The Regulations further state in Section 1.83-7(b)(3) that in 
determining whether the value of the option privilege is readily 
ascertainable, and in determining the amount of such value when such 
value is readily ascertainable, it is necessary to consider- 

"(i) Whether the value of the property subject to the option can 
be ascertained; 

(ii) The probability of any ascertainable value of such property 
increasing or decreasing; and 

(iii) The length of the period during which the option can be 
exercised" 

It is our understanding that none of these factors exist regarding your 
stock options, and therefore your stock options do not have a readily 
ascertainable value. Consequently, it is our opinion that it is more 
likely than not that if your stock options do not have a readily 
ascertainable value Internal Revenue Code Section 83 does not apply 
to the transfer of the stock options in exchange for the private annuity 
by virtue of Internal Revenue Code Section 83(e)(3). 
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However, this provision is a seemingly ignored provision of the 
Internal Revenue Code. There is little discussion of the applicability 
of this provision and the Regulations and authorities have generally 
overlooked this Section. Instead, the Regulations and authorities 
provide for an alternative method of analysis, as already herein 
dTscuMa7Tcff~treating-Ae-4fansfec-JiL nonvested stock options in 
exchange for a private annuity. 

We thus caution you that while Internal Revenue Code Section 83(e) 
states that Internal Revenue Code Section 83 shall not apply to the 
transfer of stock options without a readily ascertainable fair market 
value, this provision should be viewed most speculatively because of 
the lack of substantive material supporting the application and use of 
this Section. Therefore, it is our opinion that while you should be 
aware of this provision you should be cautious in your reliance upon 
it. It is advisable that you proceed conservatively, and cautiously 
follow the Regulations governing the transfer of property in 
connection with the performance of services as already herein set 
forth. 

G. A PRIVATE ANNUITY MIGHT NOT BE CLASSIFIED AS 
CONSTITUTING "PROPERTY'' WITHIN THE MEANING OF 
INCOME TAX REGULATION SECTION 1.83-3(e). 

A private annuity might not be considered to constitute "property" as 
that terra is defined in Income Tax Regulation Section 1.83-3(e). This 
regulation defines property as including "real and personal property 
other than either money or an unfunded and unsecured promise to pay 
money or property in the future. " 

The private annuity is an unsecured promise to pay money in the 
future. 

Section HI 3.1 of the Private Annuity Agreement states in pertinent 
part that "(T)he parties further agree that the Obligor will not establish 
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any security or any fund or other specific chargeable source for the 
payment of the purchase price (being the Annuity) hereunder." 

It is thus reasonable to conclude that the private annuity is unfunded as 
well as being unsecured, and thus does not constitute property within 
the mea ning of Income Tax Regulation Section 1.83-3(6). However, 
you shouldT>eawamfaanve4tave-nQt-locatetl any pertinen t decisions, 
rulings, or other legal authority that substantiates this conclusion. 

Professor of Law Daniel C. Knickerbocker, Jr. of Seton Hall 
University School of Law has written in Knickerbocker, 134-4th 
T.M., Annuities , at page A-34 that: "...Section 83 governs property 
transferred in connection with the pertformance of service. ... Where 
an employer has merely promised to pay an annuity to a beneficiary 
surviving one of its employees, there is no transfer of property either 
to the employee when the promise is made or to the beneficiary when 
the promise matures on the employee's death. ’Property' as used in 
Section 83 does not include 'an unfunded and unsecured promise to 
pay money in the future.' On the other hand, if the employer backs 
the promise with assets placed beyond the reach of the employer's 
creditors, the value of the promise will be includible in the employee's 
or beneficiary's income at the moment the benefits become 
transferable or nonforfeitable." (Citing Income Tax Regulation 
Section 1.83-3(e).) 

The assets of the Obligor are not to be placed beyond the reach of its 
creditors, and it is thus quite likely that the private annuity that is 
being issued to you will not be construed to constitute "property" as 
that term is defined in determining the applicability of Section 83 of 
the Internal Revenue Code to the private annuity. 

H. THE SUBSEQUENT EXERCISE OF THE SECURITIES BY 
THE OBLIGOR WILL LIKELY NOT GENERATE A TAXABLE 
EVENT TO THE ANNUITANT. 

Income Tax Regulation Section 1.83- 1(c) describes the tax 
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consequences with respect to the disposition of nonvested property in a 
transaction that is not engaged in at arm's-length. Under such 
circumstances, the subsequent exercise of the securities by the Obligor 
would cause the earner of the compensatory element of the property to 
be taxed upon the exercise of the option. A detailed example of this 
principle is given in the regulation to illustrate this point. 

However, in our situation the disposition of the^ecuntiMToeS^noT 
involve nonvested property, and the disposition is at arm's-length. 
Consequently, the tax consequences set forth in this reguladon do not 
apply. Instead, the tax consequences set forth in Income Tax 
Regulation Section 1.83-7(a) apply to the transaction. In pertinent 
part such regulation states: "If the option is sold or otherwise 
disposed of in an arm's-length transaction, sections 83(a) and 83(b) 
apply to the transfer of money or other property received in the same 
manner as sections 83(a) and 83(b) would have applied to the transfer 
of property pursuant to an exercise of the option." 

Thus, as under Internal Revenue Code Sections 83(a) and (b) and the 
regulations promulgated thereunder no taxable event will occur to the 
Annuitant until the annuity vests (when the annuity payments are 
received by the Annuitant), the exercise of the options after the 
transfer of the securities to the Obligor pursuant to the annuity 
transaction is not likely to be a taxable event to the Annuitant. 

I. THE SUBSEQUENT CONTRIBUTION OF THE ANNUITY 
TO A GRANTOR TRUST BY THE ANNUITANT WHO IS THE 
GRANTOR-SETTLOR OF SUCH TRUST WILL LIKELY NOT 
CAUSE THE INCOME TAX CONSEQUENCES TO VARY 
FROM THOSE DESCRIBED HEREIN. 

You have indicated that you are contemplating the possibility of 
contributing the annuity to a grantor trust in which you would be the 
settlor. You have inquired whether such a contribution would alter 
the anticipated federal income tax consequences from those described 
herein. 
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The pertinent rules relating to the taxation of a grantor trust for 
federal income tax purposes are set forth In Section 671 of the Interral 
Revenue Code. In pertinent part that statute states: Where it is 
specified in this subpart that the grantor ... shall be treated as the 
owner of any portion of a trust, there shall then be. included in 
noiTipntingihfr4axable4Heome^and-credits.Qf the grantor ... those items 
of income, deductions, and credits against tax of the trust which are 
attributable to that portion of the trust to the extent that such items 
would be taken into account under this chapter in computing taxable 
income or credits against tax of an individual.” 

This statute is further interpreted in Income Tax Regulation Section 
1.671-2(a) in pertinent part as follows: "Under section 671 a grantor 
or another person includes in computing his taxable income and 
credits those items of income, deduction, and credit against tax which 
are attributable to or included in any portion of a trust of which he is 
treated as the owner. “ 

Thus, provided tiiat the trust to which the annuity is contributed by the 
Annuitant is classified as a “grantor trust" under Internal Revenue 
Code Section 671, the tax consequences of such trust will be incurred 
by the Annuitant-Grantor. 

In addition. Section 72(u) of the Internal Revenue Code indicates that 
an annuity contract that is not held by a natural person (such as the 
grantor trust) is to be taxed in accordance with the statutory scheme 
set forth within such statute. 

However, that statute specifies that "For purposes of this paragraph, 
holding by a trust or other entity as an agent for a natural person shall 
not be taken into account." 

Because tiie Annuitant is a "natural person" this statute does not apply 
and the normal annuity taxation rules would apply to the annuity. 
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Consequently, the tax consequences relating to the annuity will likely 
not vary from those incurred by the Annuitant in the event that the 
Ajinuitant were to subsequently contribute the annuity to the grantor 
trust. 

in. CONCLUDING COMMENTS, 


The opinions contained herein have been carefully considered by us 
and reflect the federal income tax consequences we anticipate will 
apply to the areas we have discussed. Nevertheless, they are only 
opinions and should not be considered to be guarantees. 

Our opinions have been limited to our examination of the federal 
income tax consequences discussed above, as indicated herein. Our 
opinion expressly does not cover or concern itself with other issues 
not addressed herein, including but not limited to the reality of values. 

Our opinion is based upon the status of the federal income tax law as 
of the date in which this opinion is written. Should there be any 
change in the applicable tax laws or the facts and circumstances 
relating to the events described herein, the opinions expressed herein 
necessarily require a reevaluation in the light of such changes. 

In the event there is any change in the tax principles applicable to our 
opinion herein, we specifically disclaim any undertaking or obligation 
to advise you of any such changes which may hereafter occur. 

There is no assurance that the Internal Revenue Service or anyone else 
will not raise issues that have not been discussed herein. 

Our analysis is based on the facts and/or assumptions contained in this 
letter. If such facts and/or assumptions are inaccurate or incomplete, 
our analysis and conclusions are equally inaccurate or incomplete and 
might vary substantially from those contained herein. 


22 


PSI-WYBR 00267 



3455 


As you may be aware, the Internal Revenue Service, other 
government agencies, and the applicable courts possess the ability to 
challenge the legitimacy and reality of an enti^ or a transaction and 
can claim that an entity or a transaction are something other than what 
the parties genuinely believed them to be. 

4n4ight"0{~thes6~matterSy- we nee d -to-caution-ynu^ that th e Internal 
Revenue Service, other government agencies, or a court might view 
the transactions which are the subject of this letter in a manner 
differently than we would view them. 

There are numerous instances when the Internal Revenue Service or 
the courts misread or misapply the legal principles involved in the 
case, leading to a tax result that may be contrary to what the taxpayer 
anticipated. 

The Internal Revenue Service and the courts generally carefully 
examine the substance and business purpose and economic reality 
behind a transaction to determine if the transaction is genuine and is to 
be granted recognition for tax purposes. 

However, it is our view based on the information presented to us as 
expressed herein that it is more likely than not that the transactions 
described herein will be upheld as being bona fide. 

Respectfully submitted, 

PRATTER, TEDDER & GRAVES 


B y 

DavTd H. Tedder, 
Attorney at Law 
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*1RC See. S3. Property transferred in coBneclion with per^rmance of services. 

(a) Oeaeral Rule. If, m etmnefition with the performance of settees, prc^)eity is transferred to 
any person (tfhar dian the person for udboiB such services are performed, the eaeess of- 

ilL 

other than a restrictii 

having the heaefietal interetf in sudi pn^)erty are transfenible or are not sul^ect to a nihstaotial ride of 
forfdtura, wfajchevi^ occurs eariier, over 

(2) the (if any} paid for such property, shall be ioehided in the gross incooe of ttm 
person who performed such services to the 5rst taxable year in which the rights of the person having the 
beaeficial interest in such property ate transferable or are not subject to a substantU! risk of forfeiture, 
udiichever is ^plicable. The preceding sentence shall not apply if such person sdlls or (rfherwise 
diq>oses of mch property in an arm's length transaction before his rights in sack pre^rty 
transferable or are not subject to a substantial risk of forfeiture. 

(b) Election to include in gross income In year of transfer. 

(1) In ^sieral. Any person who performs services in eonoeetton with whidb property 
is transferred to any person may elect to include in his gross iou>me, for the taxable year in which such 
property is transfm^, the excess of- 

(A) the fair nuulceC value of such property at the lime of transfer (determined 
without rt^ard to any re^iiction other than a restriction which by its terras will never lapse), over 

(B) the amount (if any) paid for such property. 

If such election is made, sidtsaetion (a) dutil not ^ply with respect to the transfer of such piryeity, and 
if sudi propeity is subsequently forfeited, no deduction shall be allowed b respect of such forfeiture. 

0) Election. An election under paragraph (1) with respect to any transfer of property 
diall be nude in such a manner as the Secretary prescribes and shall be made not later 30 days after 
the date of such transfer. Such election may not be revoked except with the consent of the Secretary. • 


Ml vdiidi by its terms will never lapse) at the lint lime the rigiUs of the person 
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April 2, 1992 


Roaring Creek Limited 
One East First Street 
Reno, Nevada 89501 


Dear Roaring Creek Limited: 

You have reguested the firm of Praner, Tedder & Graves to provide you with our 
opinion with respect to the anticipated federal income tax treatment relating to the 
following matters: 

1. Your anticipated federal income tax treatment to you. a Nevada 
corporation, relating to your acquisition and sale of the securities listed in 
Schedule ”A" (hereinafter referred to as Securities) in exchange for your Issuing a 
private annuity to Charles J. Wyly Jr. 


2. Your anticipated federal income tax treatment that would likely apply if 
you were to subsequently relinquish your obligation to pay the private annuity, 
referred to in Paragraph 1 above, provided that you relinquish such liability by 
paying the assuming party assets of a value worth the equivalent of the annuity 
liability. 


3. The anticipated federal excise tax treatment under Internal Revenue 
Code sections 4371 and following regarding a possible subsequent assumption of 
the obligation to pay the private annuity payments by a foreign corporation not 
engaged in a trade or business in the United States in exchange for its receiving 
cash or an asset worth the equivalent value of the annuity liability. 
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with respect to these Issues. Our opinion does not command any legal authority 
and may be rejected by a goyernnnent ptffclal, agency, private party, or anyone 
else. Our opinion thus has no binding authority or official status of any kind, type, 
or character. We cannot assure' yoiTw'TnydhB'erse that ‘ "the ~dp1f'i5hS”a'dd~ 
conclusions contained in this opinion letter will be sustained by the Internal 
Revenue Service, any court of law, or anyone else. Our opinions represent our 
views on these issues, but they do not represent our guarantee that they will be 
followed or accepted by anyone else. 

In addidotCou7opinrdnsTIomot-eove£_QLaddressMy issues not covered herein. 

Our opinions are based on the status of^mo^edefaTIricorne-^axJayy^as of the date 
of this written opinion. The tax laws change rapidiy, end should there^bB~anv^~ 
change in the applicable law or the (acts and circumstances relating to the events 
described herein, the opinions expressed herein necessarily require a reevaluation 
in the light of such changes. 

There is no assurance that the Internal Revenue Service or anyone else will not 
raise issues that have not been addressed herein. 

For the sake of brevity, our discussion of the applicable legal principles will omit 
certain cases and other authorities that may apply to the facts and circumstances 
of these matters. We will take them into account in issuing this opinion letter, 
however. 

in the event any change Impacts on the tax principles or laws applicable to our 
opinions herein, we specifically disclaim any undertaking or obligation to advise 
you or anyone else of any such changes which may hereafter occur. 

Our opinions are based on the correctness of the facts and circumstances set forth 
herein. 

The Internal Revenue Service and applicable courts possess the ability to challenge 
the legitimacy and reality of an entity or a transection and can claim that an entity 
or a transaction are something other than what the parties intended them to be. 
Government authorities can recharacterize a transaction into something other than 
what the parties intended. 

There are numerous instances when the Internal Revenue Service, courts or judges 
are in error. They are not infallible. They can thus misread or misapply the legal 
principles involved in the case, leading to a tax result that may be contrary to 
what the taxpayer anticipated, and leading to a tax result that may be wrong. 

The Internal Revenue Service, and the courts generally examine the substance and 
business purpose and economic reality behind a transaction in a very careful 
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The Internal Revenue Service, and the courts generally examine the substance and 
business purpose and economic reality behind a transaction in a very careful 
manner to determine if the transaction is genuine and is to be granted recognition 
in'the form presented fdr tax p¥rp6sBs: - . 

Consequently, we need to caution you that the Internal Revenue Service, or a 
court might view the transactions that are the subject of this opinion letter in a 
manner differently than either you or I would view them. Nonetheless, it is our 
.opinjonjhat the anticipated and intended transactions and entities described herein 
are morelilcely~thaiT-Botjto^ be given recognition as being treated In the manner 
expressed herein. This vlevir^^nrije-^Bbancad_bythe proper operation of the 
entities and transactions to comply with their intendeff'cSnseqoenceSi______^^ 

You should be aware that the Internal Revenue Service can charge interest on tax 
deficiencies and can impose numerous penalties if it disagrees with the tax 
treatment of the reported transactions. 

It is our view based on the information presented to us as expressed herein that it 
is more likely than not that the anticipated federal tax treatment relating to the 
matters discussed herein will be as we opine herein. 


OPINION AND ANALYSIS OF THE FEDERAL INCOME TAX CONSEQUENCES THAT 
ARE LIXELY TO APPLY TO THE TRANSACTIONS DESCRIBED BELOW: 


A, The anticipated tax treatment relating to your acquisition and subsequent 
sale of Securities In exchange for your issuing a private annuity on the life of 
Charles J. Wyly Jr. 


Because there could be an unending list of possible factual circumstances 
regarding your purchase, ownership, and sale of the Securities in exchange for 
your issuing a private annuity, this opinion will only address your anticipated 
income tax basis with respect to such security interests. 

Upon acquiring the Securities, you need to determine your Income tax basis. 

The income tax basis rules pertaining to the party contractually obligated to make 
the private annuity payments are discussed in depth in Warnick, 195-3rd T.Nt. 
Private Annuities at pages A- 28 and A-29. These rules are predicated upon the 
principles set forth in Revenue Ruling 55-1 19. 
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It is our understanding that no gift element is Involved In this transaction. 


in the event the Securities are sold at a gain prior to the annuitant's death, your 
tax basis is equal to' t'he'tdtel'of tITe'anhuify 'paymenfsTffaae'tO'the’date ofsale; 


plus the actuarial value of the annuity payments that are yet to be made under the 
arinuity agreement. If the Securities are sold at a loss prior to the annuitant's 
death the tax basis equals the total of the annuity payments actually made as of 
the date of sale. If the selling price is less than the basis for gain hut greater than 
thtbasis^r loss purposes neither a gain nor a loss is recognized on your sale of 
the Securities;^ 


If the Securities are sold after the annuitant's death, your basis foTaetgrminiftg — - 
either gain or loss is equal to the total of the annuity payments which were made 
under the annuity contract. 


If the Securities are sold before the annuitant's death, you. remain obligated to 
make annuity payments to the annuitant. If gain were recognized on the sale, 
then, because the actuarial value of the annuity was used by you in calculating 
your tax basis, you had, in essence, already taken into account the future annuity 
payments to be made under the annuity agreement using the actuarial values 
based on -the anticipated life expectancy. Thus, the annuity payments made after 
the sale do not have a tax consequence to you until the total of such annuity 
payments exceeds the actuarial value that was used by you to calculate your gain, 
whereupon each annuity payment thereafter represents a deductible loss to you. 
However, if the annuitant dies before the after-sale payments equal the actuarial 
value of the annuity, then you will have taxable income in the year of the 
annuitant's death equal to the difference between the actuarial annuity value 
which was used by you in computing your taxable gain on the sale of the 
Securities and the total annuity payments made after the sale. (Thus, this 
'windfall” to you would not go untaxed.) 


if you recognized a loss on the sale of the Securities, your tax basis would be 
merely the total of the annuity payments made prior to such sale, and you would 
not have been credited for any annuity payments you made after the sale. 
Consequently, each post-sale annuity payment made by you after such sale would 
generate a tax-deductible loss to you. 

If you recognized neither a gain nor a loss on the sale of the Securities, then no 
loss would be recognized by you on further annuity payments until the total of all 
annuity payments made (both before and after the sale of the Securities) equals 
the amount realized by you from the sale. Thereafter, each annuity payment 
represents a tax-deductible loss to you. 
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After the annuitant's death, if the total of all annuity payments is less than the 
amount realized by you on the sale of the Securities, the difference is taxable 
income to you in the year of the death of the annuitant. 

To circumvent this potentially large tax consequence, you might want to have 
another party assume your private annuity obligation in exchange for your 
payment of assets having an offsetting equivalent value. This will be discussed 
immediately below. 

It Is^uTo^IoiTThartHsmMjteJik^Y than not that the federal taxation method set 
forth in Revenue Ruling 55-119 as~3iMrtbBd—above_JwilLbe_ applied on the 
transactions described in this section of our opinion. " — 


B. Your anticipated tax treatment If you subsequently relinquish your obligation 
to pay the private annuity referred to in Paragraph 1 above, provided you 
relinquish such liability by paying the assuming party assets of a value worth the 
equivalent of the annuity liability being relinquished. 


You have requested us to provide you with our views as to your anticipated 
federal income tax consequences relating to the situation in which you would 
enter into a contract with a foreign corporation which does not and will not 
engage in business in the United States, and does not and will not have an office 
in the United States or an agent in the United States, under which this foreign 
corporation would agree to assume the obligation to pay the private annuity to the 
annuitant in exchange for its receiving offsetting assets equivalent to the value of 
the annuity liability at the time of such transaction. 

Under such circumstances and provided the value of the cash and/or other assets 
exchanged by you equals the value of the annuity obligation at the time of such 
transactions, it is our opinion that it is more likely then not that there should be no 
federal income tax consequence to you as you have incurred no economic gain or 
loss. 

Thereafter, the death of the annuitant would likely not produce a federal tax 
consequence to either yourself (as you no longer owed the annuity obligation! or 
to the foreign assumption corporation (as it would not be subject to U.S. taxation) 
under the circumstances set forth above. 

However, this approach is rather novel and the tax consequences are not free 
from doubt. It is our opinion that it is more likely than not that the assumption of 
the private annuity liability prior to the annuitant's death under the circumstances 
described above will be nontaxable to you as noted above. 
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C. The foreign corporation is not an Insurer or reinsurer as those terms are 
properly defined and applied under Internal Revenue Code Sections 4371 and 
4372, and therefor^will ipt be subject to an excise tax if thereafter It 
subMquently assurnes the obilgatfoH' to pay aie 'pfivat¥ amu^^ exWangtrfor 
assets worth the equivalent of the value of the annuity liability. 


You have Indicated it is possible that, in the future, a foreign corporation which 
doesjiot engage in a trade or business in the United States will enter into a 
contract vi@^di^^]T^^e^~whichJt. will as sume the obligation to pay the private 
annuity described above in exchange for assetsTVDrth-the-equivalBnt of the then- 
present value of the annuity liability. ~ 

Under the circumstances herein set forth, it is our opinion that it is more likely 
than not that such foreign corporation will not be subject to an excise tax under 
Internal Revenue Code Sections 4371 and 4372 for the foregoing reasons: 11) 
the foreign corporation Is not an "insurer" or "reinsurer"; (2) the assumption of 
the payments of a private annuity in exchange for assets worth the equivalent of 
the present value of the annuity liability is not an assumption of a risk classifiable 
as b risk assumed by an "insurer" or "reinsurer” under the proper terminology and 
customary usage in the insurance industry end; (31 according to the legislative 
history of Internal Revenue Code Section 4371, the statute applies to foreign 
entitles engaged in the trade or business of insuring against, or with respect to, 
hazards, risks, losses, or liabilities within the United States and the foreign 
corporation in this anticipated situation is noj engaged in such a trade or business 
and does not intend to become engaged in such a trade or business. Therefore, it 
Is our opinion that it is more likeiy than not that the foreign corporation is not an 
insurer or reinsurer and has not assumed a risk as an Insurer or reinsurer for 
purposes of Internal Revenue Section 4371, and therefore wilt not be subject to an 
imposition of an excise tax under Internal Revenue Section 4371 . 

Internal Revenue Code Section 4371, In pertinent part, imposes a tax “on each 
policy of insurance, indemnity bond, annuity contract, or policy of reinsurance 
Issued by any foreign insurer or reinsurer [emphasis added]...’. 

Internal Revenue Code Section 4372(a) defines a a foreign insurer or reinsurer as 
"...an insurer or reinsurer who is a nonresident alien individual, or a foreign 
partnership, or a foreign corporation. The term includes a nonresident alien 
individual, foreign partnership, or foreign corporation which shall become bound by 
an obligation of the nature of an indemnity bond." 

Therefore, for the excise tax to apply to an "annuity contract" or "policy of 
reissuance," it must be issued by a "foreign insurer or reinsurer. 

Such is not the case here. 
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Neither the Internal Revenue Code nor the regulations thereunder nor the judicial 
taxation field decisions and Internal Revenue Service rulings clearly define the 
terms “foreign insurer or reinsurer." Consequently, we have looked to the leading 
treatises ori insurance Tiw'ahffISaTe couftTiScisicnfiai'la^^^ in-defining— ■ 

such terms. 

We have located no definitive case, ruling, or authoritative commentary that 
indicates that the excise tax Imposed by Internal Revenue Code Section 4371 
epplietirrthe^rivate annuity context. 

According to Black's Law Dictionary !5th MltiohlT-htsursf-is-jlafined as "[Tlhe 
underwriter or insurance company with whom a contract of insura ncelsThade: — 
The one who assumes risk or underwrites a policy, or the underwriter or company 
with whom a contract of insurance is made." 

Appleman on Insurance Law and Practice further defines the terms In Section 
7001: *lA]n 'insurer* Is one who assumes risk or underwrites a policy, or the 
underwriter or company with whom a contract of insurance Is made." 

It is thus our opinion that the proper and appropriate use of the term insurer is that 
it applies .to an underwriter or an insurance company gr one who assumes risk as 
that term is defined. 

The foreign corporation is clearly not such an Insurance company or underwriter. 

It will not be licensed or authorized to engage in the insurance business. 
Therefore, it will not meet the generally accepted definition of an insurer or 
reinsurer unless it Is an entity which assumes a risk as an insurer. 

An annuity Is not a contract or an instrument of insurance risk. Furthermore, the 
foreign corporation is not issuing the annuity as it is merely assuming the 
obligation to pay the annuity. 

Consequently, the foreign corporation should not be classified as an insurer under 
the generally accepted meaning of such term. 

Thus, it is more likely than not that a foreign insurer or reinsurer referred to in 
Internal Revenue Code Sections 4371 and 4372 pertains to an underwriter or 
insurance company with whom a contract of insurance is made, and the foreign 
corppration, under the circumstances presented to us. Is not such a company or 
underwriter. 

Thompson, on Reinsurance. 4th Edition, page 639, states; ".insurance is a 

protection against loss or liability He pays the insurance company a oremiiim . 

He becomes insured with thislnsurance company which is called the direct-writing 
ESinoany- a policy is delivered to him which is his contract with his insurer . The 
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person or company insured by the direct- writing company is referred to in 
discussions as the inspred . the assured , the orlolnal Insured or the primitive 
assured. The original or primary insurer is obligated directly to his insured or 
policyholder”. - 

An entity which assumes a risk as an insurer is an entity which makes, issues, 
continues, or renews instruments in the nature of an insurance policy or in the 
nature of an ipdsmnity bsod- For example. Couch on Insurance M Section 1:2 
^bd-^-States^JT^he^mary requisite essential to a contract of insurance is the 
assumption of^^}5l<~ofio5s-afid-tfae_uji dertaki no to Indemnify the insured against 
such loss." Therefore, it is likely that Internal RevehaH-€ode-SectiaD5_4371 and 
4372 refer to foreign ’insurance’ companies that are engaged in the business'df — 
assuming risks, issuing instruments in the nature of indemnity bonds, insurance 
policies and other instruments customarily Issued by an insurer. 

The foreign corporation Is not such an entity and does not engage in foreign 
insurance transactions and does not issue instruments customarily issued by an 
insurer . As a consequence. It is our opinion that it is more likely than not that the 
foreign corporation is not assuming the risk of an insurer and thus will not be 
treated as an Insurer when it assumes the obligation of the private annuity 
payments In exchange for assets worth the equivalent of the present value of the 
annuity liability. 

Appleman on In a ur a ncfl Uw and Ptactice Section 81 states: ”[A]n annuity is 
usually defined as being an obligation to pay a stated sum, usually monthly or 
annually, to a stated recipient, such payments to terminate upon the death of the 
designated beneficiary,” Appleman citing Corporation Comm’n v. Rouitahla life 
Insurancfl Soc i ety of U.S. , 239 P.2d 360 (1952} in footnote 1 also states that 
"lUnasmuch as annuity contracts do not insure against loss by reason of death of 
Insured, but rather constitute investment of funds to be paid in installments during 
life of annuitant, annuity contracts are not a ’risk’ based on cnntinnBnnv of 
loss.. .Since annuities are not policies or contracts of insurance (emphasis added), 
payments therefor are not generally regarded as premiums even though so called.” 

Couch on Insurance 2 In Section 1:20 in footnote 15 citing Prudential Insurance 
Cfl. V' Hqwe ll 29 NJ 116 (19591 finds that "[TJhe risks assumed under life 
insurance pwlicles and under annuity contracts are diametrically opposite inasmuch 
as life insurance Involves the traditional elements of Insurance, namely, shifting of 
risk of loss and distribution of risk of loss over a broad base whereas annuity 
contracts are basically investments.” 


Thus, it is more likely than not that the foreign corporation does not fit within the 
statutory definition of an insurer because it is neither an underwriter nor an 
insurance company engaged in the trade or business of assuming risks. It is also 
our opinion that it is more likely than not that the foreign corporation is not 
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assuming such a risk when it assumes the private annuity payment obligations In 
exchange tor asseto worth the equivalent of the value of the annuity liability, and 
thus is not an insurer under Interna! Revenue Code Section 4371. 

The legislative history of Internal Revenue Code Section 4371 is consistent with 
this understanding. 

The terms insurer and reinsurer referred to in the Committee Reports for Internal 
fleveaue^ Code Section 4371 substantiate that our above analysis is consistent 
with the intendea~applicable-tneaninqs of such terms under Internal Revenue 
Section 4371. ~ 

The Committee Reports on Public Law 101-239 and Public Law 100-203 which 
amended internal Revenue Code Sections 4371 and 4372 refer to the term ’risk’ in 
the context of foreign insurance companies effectively connected with the conduct 
of an insurance business in the United States or in the context of foreign insurance 
companies issuing policies or instruments in the nature of an indemnity bond. 

The Committee Reports do not Include other applications of the term insurer other 
than those applications in the insurance company context., There are several 
points in the conference agreement in which the Committee Report evidences their 
concerns regarding the application of the use of the forthcoming Internal Revenue 
Code Section. The conference agreement in the Conference Committee Report for 
the Committee Report on Public Law 100-203, states that the agreement shall 
“providB regulatory authority to address the treatment of foreign insurance 
company investments In U.S. subsidiaries. ..Under the conference agreement, 
foreign source Income that is attributable to a U.S. trade or business of a foreign 
property and casualty insurance company is treated as effectively connected with 
that trade or business." 

The conference agreement indicates the intent and purpose behind Interna! 
Revenue Code Section 4371 was to apply an excise tax to foreign insurance 
companies engaged in a U.S. trade or business. “Several factors are cited by the 
Treasury Department in support of this view. First, the provision applies to life 
insurance companies and property and casualty insurance companies in a manner 
substantially similar to present law rules covering only life insurance 
companies, ..Second, the provision attributes to a foreign insurance company an 
amount of assets determined by reference to the assets of comparable domestic 
insurance companies, thus reasonably measuring the amount of assets that the 
U.S. trade or business of a foreign insurance company would be expected to have 
were It a separate company dealing independently with non-U. S. offices of the 
foreign insurance company... The conferees understand that the provision 
governing foreign insurance companies solves a statutory problem in the context 
of the broader issue: measuring the U.S. taxable income of a foreign corporation 
that is effectively connected with its U.S. trade or business." 
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Under the facts presented to us, the foreign corporation will not be engaging in 
busiriess as a foreign Insurance company and therefore will not be subject to the 
excise tax urider Internal Revenue Code Sections 4371 and 4372. The foreign 
corporation is neither assutriing a risFof'S)SS Bs"Bn lnsufirf'noris“itlTrthe'bosiness~- 


of making. Issuing, renewing, or continuing insurance policies or underwriting a 
policy with whom a contract of insurance is made as a rainsurer. Therefore, It Is 
more likely than not that the foreign corporation does not meet the statutory 
definition of insurer and will thus not be subject to the excise tax under Internal 
Revenue Code Section 4371 . 


The involvement of the foreign oorporatioh'wiirbe-lifBited-tDats^assumption of the 
private annuity agraement in exchange for its receiving assets worth^The- — 
equivalent of the value of the annuity liability. The private annuity agreement will 
be issued by you, and you are not an insurer engaged in the business of 
customarily issuing insurance policies or annuities, and you are contractually 
barred from issuing additional annuities under Section XXIil of the Private Annuity 


Agreement. 


Thus, under the foregoing analysis, the foreign corporation first, is not an insurer 
as that term has been properly defined and applied according to the statute's 
legislative history, and second, is not assuming a 'risk' as an insurer as that term 
is properly interpreted by authorities in the insurance field. 


Under Internal Revenue Code Section 4372(a), a foreign Insurer is also defined as 
a nonresident alien Individual, a foreign partnership, or foreign corporation which 
shall become bound by an obligation of the nature of an Indemnity bond . 


The foreign corporation will not become contractually bound by an obligation in 
the nature of an indemnity bond. 


Appleman on In.surance and Practice Section 7001 states; "[IJndemnity has been 
considered an essential element of a contract of insurance, so that a contract 
which does not possess this element has been held not one of Insurance." 
Appleman further states in Section 7003 that "(A] contract which requires an 
indemnitor to indemnify the indemnitee for losses with which the indemnitor had 
no connection and over which it had no control would be a 'contract of 
insurance"'. 


The foreign corporation will not be an indemnitor indemnifying you for losses with 
which it has no connection and over which it has no control. It is our 
understanding that the foreign corporation is merely assuming an obligation and 
will not secure you against loss or damage and will not restore to you, in whole or 
in part, by payment or replacement for any losses Incurred. 

Thus the foreign corporation will not be indemnifying you. 
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It is also our urtderstanding that the foreign corporation will not be responsible for 
any leimbursemertt to you or will it be a party to the contract betvyeen you and 
the annuitant.. Therefore, jursuant to_the contract between you and the foreign 
corporation, the latter will be 3Ssuthing'thirbit5ilgmlorTT>Ohe"'Frivate~^tTnaity ' 
payments in exchange for assets worth the equivalent of the annuity liability, and 
will not be issuing assuming, continuing, or renewing an obligation in the nature of 
an indemnity bond. 


©w-examlnation of case law has disclosed a pair of cases which, when read 
together, clarifyTReludtefaHnterpteiailQriof ^e term "insurance." 

These cases have led us to conclude that it would be unlikely that a courfwould” 
find that the issuance of a private annuity by a corporation that it Is not engaged 
in the issuance of other annuities or insurance policies (and, thus does not 
actuarlally allocate the risk relating to the private annuity agreement to other 
annuity or insurance contracts) is equivalent to the conduction of business as an 
"insurer," and that it would be equally unlikely that a court would find that the 
assumption of the private annuity agreement by a foreign corporation that does 
not issue other annuities or insurance policies Is to be deemed a "reinsurer," as 
such terms should reasonably be construed under Internal Revenue Code Section 
4372ia). - 


The first case is the case of Professional Lens Plan. Inc, v. De p t, of Insurance 387 
So. 2d 548 (1st DCA 1980). In this case, the Florida Department of Insurance had 
issued a declaratory statement that a plan whereby optometrists agreed to furnish 
replacement lenses to their patients for an annual fee plus a fixed sum 
representing the costs of the lenses, was actually an insurance program. 

The District Court of Appeal reversed the Florida Department of Insurance on the 
basis that the program did not involve any assumption of risk, distribution of loss, 
or payment of premium for assumption of risk. (387 So.2d S48, 550.) 


Consequently, because In that case the District Court of Appeal found that the 
optometrists' plan "...did not involve any assumption of risk, distribution of loss or 
payment of premium for assumption of risk.,.’, the plan was not subject to the 
Florida Insurance Statutes. (387 So. 2d 548, 550.) 


The District Court of Appeal thus held that Professional Lens Plan, Inc, was not 
providing Insurance and was not subject to the Florida Statutes regulation 
insurance. 


In its decision, the court in Professional Lens Plan. Inc, v. Dent, nf Insurance cited 
the case of Guaranteed Warranty Coro, Inc, v. ex rat. Humphrey . 23 Ariz. App. 
827, 583 P.2d 87 (1975). The Florida court explained that this Arizona case 
expanded upon the Florida statutory definition of the term "Insurance" by 


11 


PSI-WYBR 0013.' 



3468 


indicating that normally there are five (5) elements that are present in an insurance 
contract. 

These five (5| elements are: - 

(1) no insurable interest; 

(2) a risk of loss; 

(3) an assumphorrofTlTrTisfc-by4be-insiirerj___^ 

(4) a general scheme to distribute the loss among the larger group of~persbris 
bearing similar risks; and 

{51 the payment of a premium for the assumption of the risk. 

The court in Professional Lens Plan Inc, v. Deot. of Insurance stated that a patient 
may obviously have an "insurable Interest" in his or her contact lenses, and there 
may be a "risk of loss" of such contact lenses; however, the remaining three (31 
elements of an insurance contract were not present in that case, according to the 
court. 

The court found that there was no contractual obligation or duty between 
Professional Lens Plan, Inc. and the patients. The court then stated; "This 
determination alone would, in our opinion, dispose of the contention that 
Professional is engaging in a business of 'insurance."’ (387 So. 2d 548, 5501 

The court held in Professional Lens Plan. Inc, v. Deot. of Insurance. 387 So. 2d 
548 (1st DCA 1980) that the contract between the optometrist and the patient was 
not an Indemnification contract, but rather was a contract that provided for the 
purchase of additional or replacement contact lenses. 

in our situation neither you nor the foreign corporation ate or will be engaged in 
the insurance business, and neither you nor the foreign corporation will issue or 
assume additional annuity contracts beyond the one which is the subject of this 
opinion letter. 

Consequently, there is an absence of a “general scheme to distribute the loss 
among the larger group of persons bearing simitar risks." 

In our situation there is likewise the absence of "the payment of a premium for the 
assumption of risk. " 

Therefore, in our situation the presence of all of the "five (5) key elements that are 
present In an insurance contract" is lacking, and neither you (the issuer of the 
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private annuity) nor the foreign corporation (the party that will possibly 
contractually assuone. the . private annuity , liability from you) will be engaged in 
issuing an insurance contract JS that term is defined in the common law. 

As the court in Professional Lens Plan. Inc, v. Oept. of Insurance. 387 So. 2d 548 
(1st DCA 1980) held that the contract between the patient and the optometrist 
was not an indemnification of contact lenses agreement, but was merely a 
contract providing for the purchase of additional or replacement contact lenses, so 
-vveuiiiJtLbflJLkejyJo r a co urt In our situation to find that the contract between you 
and the annuitantlwsTiorHrrmdemnificatiarLagre^ent — it was a private annuity 
agreement, and it would be equally likely in ouropinloirihat-B^courtJAuilJiniJhat 
the contract between you and the foreign corporation is not an insurance^ 
agreement, or a reinsurance agreement, or an indemnification agreement — it will 
be an assumption of private annuity liability agreement without a premium feature 
being present. 

Therefore, it is our opinion that it is more likely than not that the foreign 
corporation will not be classified as an insurer for federal excise tax purposes. 

It is also our opinion that the foreign corporation is not a foreign reinsurer as that 
term Is properly defined and applied under Internal Revenue Code Sections 4371 
and 4372(a), and therefore will not be subject to an excise tax as a foreign 
reinsurer under the aforementioned Internal Revenue Code sections. 

Much confusion exists regarding the definition of the term reinsurance. The term 
has been used erroneously and applied Indiscriminately in various situations. 

According to Appleman on (nsurance Law and Practice Section 7681: 
"Reinsurance, tp an insurance lawryer, means one thing only - the ceding by one 
insurance company to another of all or a portion of its risks for a stipulated portion 
of the premium, in which the liability of the reinsurer is solely to the reinsured, and 
handies ail matters prior to and subsequent to loss. The true reinsurer is merely an 
insurance company or underwriter which deals with other Insurance companies as 
its policyholders. 

Additionally, Couch on Insurance 2d Section 80:1 states that the reason "(MJuch 
confusion exists in the law as to the definition of reinsurance [isl because of the 
failure to distinguish three situations: (1) succession; (2) novation; and (3) 
additional security for the additional undenaking... The mere fact that there has 
been a transfer of assets to a successor corporation does not establish' that there 
has been a reinsurance contract or an assumption of liability to the original 
insureds. " 

For example, it is our understanding that the foreign corporation will assume the 
obligation of payment of only one (1) private annuity transaction in exchange for 
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receiving assets of an equivalent value and is not receiving an additional premium 
for such transaction. It is also our understanding that there will not be any sharing 
of risk between you and the foreign corporation as a reinsurer. 

The foreign corporation is neither issuing the private annuity nor reinsuring the 
private annuity on your behalf and therefore is not engaging in transactions as an 
insurer or reinsurer. 

AGCotritaaJoJKenn^ Thompson, Reinsurance 4th Edition, pp 6 a reinsurance 
transactiorils^efiiTM^ls^sr^Tnfelationstilp established between two parties, which 
is based primarily on contract or understai®)^ wt®rBby-one-paiiyv_called the 
reinsurer, in consideration of a premium paid the reinsurer, agrees to indwrtnffy 
under certain terms and conditions, another party, the reassured, against a risk 
previously assumed by the latter, the direct writer, in its primary insurance 
covering the original assured." You are issuing the private annuity In exchange for 
the equivalent of the present value of the annuity liability, and will not receive a 
premium in consideration for assuming a 'risk' as that term has already been 
properly defined. The foreign corporation is likewise not receiving a premium in 
consideration for it assuming the obligation to make the annuity payments. 

Further, no primary insurance exists in your situation. 

Thus, the foreign corporation is neither an Insurer nor a reinsurer as that term is 
properly used and referred to in the legislative history for Internal Revenue Code 
Sections 4371 and 4372. 

it is thus our opinion that it is more likely than not that the anticipated transaction 
between the foreign corporation and you is not a reinsurance transaction as that 
term has been defined. 

It is our understanding that the foreign corporation will not assume your financial 
responsibilities to the Annuitant for your past conduct. It Is our further 
understanding that the foreign corporation's agreement to assume your obligation 
to pay private annuity in exchange for assets worth the equivalent of the present 
value of the annuity liability will not be in the nature of a reserve for the annuity, 
or a premium in the nature of a reinsurance transaction. It is also our 
understanding that the foreign corporation will not indemnify you for any claims 
against you end will not assume a risk If you should become insolvent. 

While we believe that it is more likely than not that the foreign corporation will not 
be subject to a one (1) percent excise tax under Internal Revenue Code Section 
4371, we wish to make you aware of Revenue Ruling 80-95 in which a foreign 
insurer was subject to the excise tax under internal Revenue Code Section 4371 
under an arrangement between the foreign corporation and a U.S. corporation that 
was characterized as being similar to one of reinsurance. 
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The facts of this Revenue Ruling are as follows: A domestic corporation which 
maintained disability, plans .for Its U.S. citizens or resident employees and former. 
emp[oyees entered into a contract with a foreign insurer which was neither doing 
business nor authorized' to'doTuslKessnh'tFTe 0.5. ■ Iri'Teturn W aft "actuSfially ' ‘ 
computed annual payment, the insurer, which was not a party to the plans, 
indemnified the corporation for all required payment plans. The insurer incurred no 
liability to the employees and was neither responsible for plan performance failures 
nor for the application or disposition of money paid to the corporation under the 
taontiasU'he insurer had the right to audit claims against the plans and to protest 
what it feirweiTIriiproper-payriiaiits^^Under these facts, the foreign insurance 
company was determined by the Internal Reverffle Sefvte6-taJja_suyect to the 
excise tax imposed on foreign insurance engaged on the reinsurance ofTJmfetf — 
States risks. 

Under the facts presented in Revenue Ruling 80-95, the foreign corporation was 
obliged to indemnify the domestic corporation for losses sustained by the domestic 
corporation under the disability plans; thus the risk assumed by the foreign 
corporation under the contract was the same as the risk borne by domestic 
corporation under the disability plans. The fact that the domestic corporation had 
passed its risk to the foreign corporation did not change the nature of the risk. 
The arrangement was similar to one of reinsurance in which the primary insurer 
transferred some or all of the risk it had assumed to a second insurance company. 

It is our opinion that the facts in your situation are substantially different from the 
facts described in Revenue Ruling 80-95, and your transaction would thus not be 
recharacterized as reinsurance. In your situation, it is our understanding that there 
will be no sharing of risk, no payment of a premium in consideration for the 
assumption of the obligation for the payments of an annuity, and no element of 
control retained by the you with respect to premium payments, auditing claims, or 
indemnification guarantees. Thus, the proposed factual situation materially differs 
in your situation from the facts and circumstances set forth in Revenue ruling BO- 
95.. 


It is our understanding that the contract between the you and the foreign 
corporation is a transaction at arm's length under which the foreign corporation 
will agree to assume the obligation to pay the private annuity in exchange for the 
receipt of offsetting assets worth the equivalent of the present value of the 
annuity liability. 

As a transaction, at arm's length in which a private annuity is exchanged for assets 
of en equivalent value of the annuity's estimated liability is not of the type of 
anticipated obligation of the nature of an indemnity bond or the type of transaction 
carried on by an insurer or reinsurer as contemplated under Internal Revenue 
Section 4371 and 4372. It is our opinion that it is more likely than not that if the 
foreign corporation is involved in an arm's length transaction with you to pay a 
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private annuity in exchange for the receipt of assets of equivalent value to the 
annuity iiabllityf and the foreign corporation is not engaging in. insuring or 
reinsyring property, and is not_bgund by_any oWigation to_you in the nature of an 
indemnity bond then there will not be an excise imposed on such a trarisaotioru 


CONCLUDINQ REMARKS 


The accuracTorOtSTjpiritoiis-oxpressajlJherein are dependent on the actual facts 
and circumstances and the application of the rale^«nr!e^gS!TJrmciples4hatetOi_V^ 
are aware that a portion of our opinions expressed herein are predicated upon 
future activities and transactions. We recommend that you carefully review the 
applicable law to such transactions prior to their Implementation. 


Respectfully Submitted, 


Pratter, Tedder & Graves 



Attorney-at-Law 
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SCHEDULE "A" 


ROARINGCRBElttlMmD 


Non-Statutorv Stock Option to purchase 50,000 shares of the Common 
Stock, $0.10 par value per share, of Michaels Stores, tnc., issued pursuant 
-JtaJNorvSmtutory Stock Option Agreement dated February 2, 1 988, 
amended August 8, 1^89^arKM3ctober_24J990. 

Non-Statutory Stock Option to purchase 50,000 shares of the Common~ 
Stock, $0.10 par value per share, of Michaels Stores, Inc., issued pursuant 
to Non-Statutory Stock Option Agreemeitt dated August 4, 1986, amended 
December 11, 1987, August 8, 1989 and October 24, 1990. 


Non-Statutory Stock Option to purchase 62,500 shares of the Common 
Stock, $0.10 par value per share, of Michaels Stores, Inc., issued pursuant 
to Non-Statutory Stock Option Agreement dated August 22, 1990, amended 
October 24, 1990. 


Option to purchase 25,000 shares of the Common Stock, of Michaels 
Stores, Inc., pursuant to the terms of that certain Purchase Warrant to 
purchase 1 50,000 shares of the Common Stock of Michaels Stores, Inc., 
dated November 20, 1 984, amended October 24, 1990 originally issued to 
Sam Wyly. 
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MEMORANDUM 


TO; Lome House Trust Limited/Ronnie Buchanan 


FROM; Jackson & Walker, L.L.P. 


mtEr — 
RE; 


-■A^22,^1992 


The Bulldog Non-Grantor Trust and The Pitkin Non-GrantoT 
Trust; Filing Requirements under the Securities Exchange Act of 
1934 


Lorae House Trust Limited ("Lome House"), the Bulldog Non-Grantor Trust ("Bulldog") 
and the Pitkin Non-Grantor Trust ("Pitkin") will be required to make certain filings with the 
Securities and Exchange Commission (the "SEC") related to the holdings of Bulldog and Pitkin 
of securities of Sterling Software, Inc. ("Sterling") and Michaels Stores, Inc, ("Michaels"). 

Set forth below is a summary of some of the circumstances under which these filings will 
be made. These legal requirements can be very complex. Please feel free to call us with any 
questions you may have Irom time to time. 

1. Eann 4 . For so long as Bulldog owns securities representing in excess of 10® 
of the outstanding shares of Sterling common stock. Bulldog will be required to file with the 
SEC Form 4’s r^rting purchases and sales by Bulldog of Sterling’s Common Stock. These 
reports must be filed with the SEC on or before the 10th day of the month following the month 
in which the reported transactions took place. Under certain circumstances, profits from a 
"purchase" and "sale" made within six months of one another must be disgorged. You should 
consult with Sharyl Robertson or us prior to effecting transactions in Sterling's securities to 
ensure compliance with Securities Exchange Act rules. 

2. Schedule 13D's . 


f u j Lome House, Bulldog and Pitkin must file an amendment to 

Schedule 13D when the aggregate holdings of Bulldog and Pitkin in Sterling’s securities fluctuate 
by more than 1% of Sterling's outstanding common stock (currently approximately 90 000 
shares). This filing must be made promptly after the transaction occurs. 


*’• . Lome House must file an amendment to Schedule I3D when 

the a^egate holdings of Bulldog and Pitkin in Michaels securities fluctuate by more than 1 % 
of Michael s outstanding common stock (currendy approximately 120,000 shares) This Kline 
must be made promptly after the transaction occurs. ^ 
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We can assist you in preparing these filings. In order for us to do so on a timely basis, 
it is imperative that you keep Sharyl Robertson informed on a timely basis of all transactions 
effected in Sterling and Michaels securities. 

vmyo 

cc: Sharyl Robertson 
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PSAHERJElffiER & GRAVES 

ATTORNCrs AT Law 
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April 2, 19S2 


BEPL't lO, 

East Baton Eouge limited 
One East First Street 
Reno, Nevada 8SS01 


Dear East Baton Roage limited: 

You have requested the firm of Pratter, redder S Graves to provide 
you with our opinion with respect to the anticipated federal 
income tax treatment relating to the following matters: 

1. Your anticipated federal income tax treatment to you, a 
Nevada corporation, relating to your acquisition and sale of 
Michaels Stores Inc., 200,000 Option (hereinafter referred to as 
Securities) in exchange for your issuing a private annuity to Sam 
Wyly. 


2. Your anticipated federal' income tax treatment that would 
likely apply if you were to subsequently relinquish your 
obligation to pay the private annuity referred to in Paragraph 1 
above, provided that you relinquish such liability by paying the 
assuming party assets of a value worth the equivalent of the 
anniuty liability. 

3. The anticipated federal excise tax treatment under 
Internal Revenue Code sections 4371 and following regarding a 
possible subsequent assumption of the obligation to pay the 
private annuity payments by a foreign ' corporation not engaged in 
a trade or business in the United States in exchange for its 
receiving cash or an asset worth the equivalent value of- the 
annuity liability. 

. Before we provide you with our analysis of each of these issues we 
-wish— to_jiiake_xou ^are that this opinion letter is merely an 
expression of ouF4ear-ned-viewe~witb_rsspeot_to these issues. Our 
opinion does not command any legal author ity~Sa~Hay-i»e~ES 3 ficted__ 
by a government official, agency, private party, or anyone else. 
Our opinion thus has no binding authority or official status of 
any kind, type, or character. We cannot assure you or anyone else 
that the opiirions and conclusions contained in this opinion letter 
will be sustained by the Internal Revenue Service, any court of 
law, or anyone else. Our opinions represent our views on these 
issues, but they do not represent our guarantee that they will be 
followed or accepted by anyone else. 

In addition, our opinions do not cover or address any issues not 
covered herein. 


Permanent .Subcommittee on investigations 

EXfflBIT #66 - FN 663 


PSI-WYBR 00028 




3477 


Our opinions are based on the status of the federal income tax law 
as of the date of this written opinion. The tax laws change 
fapi'dly;’ ■ and" shroutd- 'therer-be-anfT' change- in- the- appiieabl-e law- or 
the facts and circ\iinstances relating to the events described 
herein, the opinions expressed herein necessarily require a 
reevaluation in the light of such changes. 

There is no assurance that the Internal Revenue Service or anyone 
else will not raise issues that have not been addressed herein. 

For the sake of brevity, our discussion of the applicable legal 
principles will ondt certain cases and other authorities that may 
apply to the facts and circumstances of these matters. We will 
take them into account in issuing this opinion letter, however. 

In the event any change impacts on the tax principles or laws 
applicable to our opinions herein, we specifically disclaim any 
undertaking or obligation to advise you or anyone else of any such 
chemges which may hereafter occur. 

Our opinions are based on the correctness of the facts and 
circumstances set forth herein. 

The Internal Revenue Service and applicable courts possess the 
ability to challenge the legitimacy and reality of an entity or a 
transaction and can claim that an entity or a transaction are 
something other than what the parties intended them to be. 
Government authorities can recharacterize a transaction into 
something other than what the parties intended. 

There are numerous instances when the Internal Revenue Service, 
courts or judges are in error. They are not infallible. They can 
thus misread or misapply the legal principles involved in the case, 
leading to a tax result that may be contrary to what the taxpayer 
anticipated, and leading to a tax result that may be wrong. 

The Internal Revenue Service, and the courts generally examine the 
Substance and business purpose and economic reality behind a 
transaction in a very careful manner to determine if the 
transaction is genuine and is to be granted recognition in the form 
presented for tax purposes. 

Consequently, we need to caution you that the Internal Revenue 
Service, or a court might view the transactions that are the 
-subl ect of th is opinion letter in a manner differently than either 
you orriJonld-v±ew.^thema._JHpnetteless, it is our opinion that the 
anticipated and intended traisactlons-and-entitiesjescribed herein 

are more likely than not to be given recognition~as~BelBg— treated. 

in the manner expressed herein. This view will be enhanced by the 
proper operation of the en-tities and transactions to comply with 
their intended consequences . 

You should be aware that the Internal Revenue Service can charge 
interest on tax deficiencies and can impose numerous penalties if 
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it disagrees with the tax treatment of the reported transactions. 

If -isr oiu: view based on' -the ioformation presented ■ to ns as- 
expressed herein that it is more likely than not that the 
anticipated federal tax treatment relating to the matters discussed 
herein will be as we opine herein. 

OPINION Ain ANAIXSIS OF SHE FEDERAL IHCOIO; TAX CONSEQUENCES WXI 
ARE LIKELE CO APPLY 10 THE TRANSACTIONS DESCRIBED BELOW: 

A. The anticipated tax treatment relating to your acquisition 
and subsequent sale of Securities in exchange for your issuing a 
prirate annuity on the life of Sam Wyly. 

Because there could be an unending list of possible factual 
circumstances regarding your purchase, ownership, and sale of the 
Securities in exchange for your Issuing a private annuity, this 
opinion will only address your anticipated income tax basis with 
respect to such security interests. 

Upon acquiring the Securities, you need to determine your income 
tax basis. 

The income tax basis rules pertaining to the party contractually 
obligated to make the private annuity payments are discussed in 
depth in Warnick, 19S-3rd T.M. Private Annuities at pages A-28 and 
A-29. These rules are predicated upon the principles set forth in 
Revenue Ruling 55-119. 

Under this ruling, your unadjusted income tax basis equals the 
value of the annuity as of the date in which the annuity agreement 
is executed, assuming that there is no gift element involved. 

It is our understanding that no gift element is involved in this 
transaction. 

In the event the Securities are sold at a gain prior to the 
annuitant's death, your tax basis is equal to the total of the 
annuity payments made to the date of sale, plus the actuarial value 
of the annuity payments that are yet to be made under the annuity 
agreement. If the Securities are sold at a loss prior to the 
annuitant's death the tax basis equals the total of the annuity 
payments actually made as of the date of sale. If the selling 
price is less than the basis for gain but greater than the basis 
for loss purposes neither a gain nor a loss is recognized on your 



If the Securities are sold after the annuitant's death, your basis 
for determining either gain ox loss is equal to the total of the 
annuity payments which were made under the annuity contract. 

If the Securities are sold before the annuitant's death, you remain 
obligated to make annuity payments to the annuitant. If gain were 
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recognized on the sale, then, because the actuarial value of the 
annuity was used by you in calculating your tax basis, you had, in 
•■esBSHee,"already'taken--i-nto-account-the- future- anaai-fcy payments to 
be made under the annuity agreement using the actuarial values 
based on the anticipated life expectancy. Thus, the annuity 
payments made after the sale do not have a tax consequence to you 
until the total of such annuity payments exceeds the actuarial 
value that was used by you to calculate your gain, whereupon each 
annuity payment thereafter represents a deductible loss to you. 
However, if the annuitant dies before the after-sale payments equal 
the actuarial value of the annuity, then you will have taxable 
income in the year of the annuitant's death equal to the difference 
between the actuarial annuity value which was used by you in 
computing your taxable gain on the sale of the Securities and the 
total annjxity payments made after the sale. (Thus, this "windfall" 
to you would not go untaxed, ) 

If you recognized a loss on the sale of the Securities, your tax 
basis would be merely the total of the annuity payments made prior 
to such sale, and you would not have been credited for any annuity 
payments you made after the sale. Consequently, each post-sale 
annuity payment made by you after such sale would generate a tax- 
deductible loss to you. 

If you recognized neither a gain nor a loss on the sale of the 
Securities, then no loss would be recognized by you on further 
annuity payments until the total of all annuity payments made (both 
before and after the sale of the Securities) equals the amount 
realized by you from the sale. Thereafter, each annuity payment 
represents a tax-deductible loss to you. 

after the annuitant's death, if the total of all annuity payments 
is less than the amount realized by you on the sale of the 
Securities, the difference is taxable income to you in the year of 
the death of the annuitant. 

To circumvent this potentially large tax consequence, you might 
want to have another party assume your private annuity obligation 
in exchange for your payment of assets having an offsetting 
equivalent value. This will be discussed iimnediately below. 

It is our opinion that it is more likely than not that the federal 
taxation method set forth in Revenue Ruling 55-119 as described 
above will be applied on the transactions described in this section 
-of-caiEL oni^on . 


a. lour anticipated tax treatment if you suhsoguently 
relinquish your, obligation to pay the private annuity referred to 
in Paragraph 1 above, provided you relinquish such liability by 
paying the assuming party assets of a value worth the equivalent of 
the annuity liability being relinquished. 

You have requested us to provide you with our views as to your 
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anticipated federal income tax oonseqnences relating to the 
situation in which you would enter into a contract with a foreign 
corgofat'idn' wHlclT 3'dSs''HSt'”aHd"WiH"nofesga'ge""ia' bTisiiie’ss in the' 
United States, and does not and will not have an office in the 
United States or an agent in the United States, under which this 
foreign corporation would agree to assume the obligation to pay the 
private annuity to the annuitant in exchange for its receiving 
offsetting assets equivalent to the value of the annuity liability 
at the time of such transaction. 

Under such circumstances and provided the value of the cash and/or 
other assets exchanged by you equals the value of the annuity 
obligation at the time of such transactions, it is our opinion that 
it is more likely than not that there should be no federal income 
tax consequence to you as you have incurred no economic gain or 
loss. 

Thereafter, the death of the annuitant would likely not produce a 
federal tax consequence to either yourself (as you no longer owed 
the annuity obligation) or to the foreign assumption corporation 
(as it would not be subject to U.S. taxation), under the 
circumstances set forth above. 

However, this approach is rather novel and the tax consequences are 
not free from doubt. It is our opinion that it is more likely than 
not that the assumption of the private annuity liability prior to 
the annuitant's death under the circumstances described above will 
be nontaxable to you as noted above. 

C. The foreign corporation is not an insurer or reinsurer as 
those terms are properly defined and applied under Internal Revenue 
Code Sections 4371 and 4372, and therefore will not be subject to 
an excise tax if thereafter it subsequently assumes the obligation 
to pay the private annuity in exchange for assets worth the 
equivalent of the value of the annuity liability. 

You have indicated it is possible that, in the future, a foreign 
Corporation which does not engage in a trade or business in the 
United States will enter into a contract with you under which it 
will assume the obligation to pay the private annuity described 
above in exchange for assets worth the equivalent of the then- 
present value of the annuity liability. 

Under the oiroumstances herein set forth, it is our opinion that it 
4 ,S_^re likely than not that such foreign corporation will not be 
stibjabtTo~an~excise-bax_under Internal Revenue Code Sections 4371 
and 4372 for the foregoing reasons! rTT'^he-foreigu_coEppration is 
not an "insurer" or "reinsurer”; (2) the assumption of the pS^mSEtB^ 
of a private annuity in exchange for assets worth the equivalent of 
the present value of the annuity liability is not an assumption of 
a risk classifiable as a risk assumed by an "insurer" or 
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"reinsurer" under the proper texadnology and customary usage in the 
insurance industry; and, (3) according to the legislative of 
mtarnaf Revenue Code- section -437-1/ the statute- appli-es-te -foreign,, 
entities engaged in the trade or business of insuring against, or 
with respect to, hazards, risfcs, losses, or liabilities within the 
Dnited States and the foreign corporation in_ this anticipated 
situation is not engaged in such a trade or business and does not 
intend to become engaged in such a trade or business. Therefore, 
it is our opinion that it is more likely than not that the foreign 

corporation is not an insurer or reinsurer , and has not assumed h 

risk as an insurer or reinsurer for purposes of Internal Revenue 
Section 4371, and therefore will not be subject to an imposition of 
an excise tax under Internal Revenue Section 4371. 

Internal Revenue Code Section 4371, in pertinent part, imposes a 
tax "on each policy of insurance, indemnity bond, annuity contract, 
or policy of reinsurance issued by any foreign insurer or 
[ emphasis added 

Internal Revenue Code Section 4372(a) defines a a foreign insurer 
or reinsurer as “...an insurer or reinsurer who is a nonresident 
alien individual, or a foreign partnership, or a foreign 
corporation. The term includes a nonresident alien individual, 
foreign partnership, or foreign corporation which shall become 
bound by an obligation of the nature of an indemnity bond." 

Therefore, for the excise tax to apply to an "annuity contract" or 
"policy of reissuance," it must be issued by a "foreign insurer or 
reinsurer. " 

Such is not the case here. 

Seithar the Internal Revenue Code nor the regulations thereunder 
nor the judicial taxation field decisions and Internal Revenue 
Service rulings clearly define the terms "foreign insurer or 
reinsurer." Consequently, we have looked to the leading treatises 
on insurance law and state court decisional law for assistance in 
defining such terms. 

We have located no definitive case, ruling, or authoritative 
commentary that indicates that the excise tax imposed by Internal 
Revenue Code Section 4371 applies in the Private annuity context. 

According to Black's Law Dictionary (5th Edition), insurer is 
defi ned as "(TJhe underwriter or insurance company with whom a 
contract of — insurance is made. The one who assumes risk or 
underwrites a policy, ^r~tHe~vindBrwriter..oiL_cprapa^y with whom a 
contract of insurance is made . " ' ^ 

Appleman on insurance I, aw and Practice further defines the terms in 
Section 7001: "(AJn 'insurer* is one who assumes risk or 
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underwrites a policy, or the underwriter or company with whom a 
contract of insurance is made." 

It is thus our opinion that the proper and appropriate use of the 
term insurer is that it applies to an underwriter or an insurance 
company sx one who assumes risk as that term is defined. 

The foreign corporation is clearly not such an insurance company or 
underwriter. It will not be licensed or authorized to engage in 
the insurance business. Therefore, it will not neat the generally 
accepted definition of an insurer or reinsurer unless it is an 
entity which assumes a risk as an insurer. 

An annuity is not a contract or an instrument of insurance risk. 
Furthermore, the foreign corporation is not issuing the annuity as 
it is merely assuming the obligation to pay the annuity. 

Consequently, the foreign corporation should not be classified as 
an insurer under the generally accepted meaning of such term. 

Thus, it is more likely than not that a foreign insurer or 
reinsurer referred to in Internal Revenue Code Sections 4371 and 
4372 pertains to an underwriter or insurance company with whom a 
contract of Insurance is made, and the foreign corporation, under 
the circumstances presented to us, is not such a company or 
underwriter. 

Thompson, on Reinsurance ■ 4th Edition, page 639, states; "... 

insurance is a protection against loss or liability He pays the 

insurance company a prcmi cm . He becomes insured with this Insurance 
company which is called the direct-writing company . A policy is 
delivered to him which is his contract with his insurer . -The 
person or company insured by the direct- writing company is 
referred to^ in discussions as the Insured ■ the assured , the 
original insfared or the primitive assured . The original or primary 
insurer is obligated directly to his insured or policyholder" , 

An entity which assumes a risk as an insurer is an entity which 
makes. Issues, continues, or renews instruments in the nature of an 
insurance policy or in the nature of an indemnity bond . For 
example. Couch on Insurance 2d Section 1:2 pp. 6 states: "[Tjhe 
primary requisite essential to a contract of insurance is the 
assumption of a risk of loss and the undertaking to indemnify the 
dasurehLa gainst such loss." Therefore, it is likely that Internal 
Revenue Code SecfXons— 4R71^-and._437;LJL®f to foreign ' insurance ' 
coi^anies that are engaged in the busInSSs -of — aga nml ng r1 bits , 
issuing instruments in the nature of indemnity bonds, insurance' 
policies and other instruments customarily issued by an insurer. 

The foreign corporation is not such an entity and does not engage 
in foreign insurance transactions and does not issue instrtaients 
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customarily issued by an insorar. As a consequence, it is our 
opinion that it is more likely than not that the foreign 
eo-rpo-rat-ion--i-s not assuming>-the--risk.oi..an. insurer, .and .thus _wi}A 
not be treated as an insurer when it assumes the obligation of the 
private annuity payments in exchange for assets worth the 
equivalent of the present value of the annuity liability. 

Applaman on insurance Law SBJli Practice Section 81 states: «[A]n 
annuity is usually defined as being an obligation to pay a stated 
SOT, usually monthly or annually, to a stated recipient, such 
payments to terminate upon the death of the designated 
beneficiary." Appleraan citing Corporation Coinm'n v. Equitable Life 
Tn-Siiranee Rnr.ietv of H.S. . 239 P.2d 360 (1952) in footnote 1 also 
states that "[I Inasmuch as annuity contracts do not insure against 
loss by reason of death of insured, but rather constitute 
investment of funds to he paid in installments during life of 
annuitant, annuity contracts are not a »ri s k' based on contingency ; 
of loss . ..Since annuities are not policies or contracts of 
Insurance (emphasis added), payments therefor are not generally 
regarded as premiums even though so called. » 

Couch on Tnsii-rancR 2 in Section 1:20 in footnote 15 citing 
Prudential Insurance Co. V. HQWell 29 NJ 116 (1959) finds that 
"tT]he risks assumed under life insurance policies and under 
annuity contracts are diametrically opposite inasmuch as life 
insurance involves the traditional elements of insurance, namely, 
shifting of risk of loss and distribution of ris)c of loss over a 
broad base whereas annuity contracts are basically investments." 

Thus, it is more likely than not that the foreign corporation does 
not fit within the statutory definition of an insurer because it is 
neither an underwriter nor an insurance company engaged in the 
trade or business of assuming risks. It is also our opinion that 
it is more likely than not that the foreign corporation is not, 
assuming such a risk when it assumes the private annuity payment 
obligations in exchange for assets worth the equivalent of the 
value of the annuity liability, and thus is not an insurer under 
Internal Revenue Code Section 4371.' 

The legislative history of Internal Revenue Code Section 4371 is 
consistent with this understanding. 

The terms insurer and reinsurer referred to in the Committee 
Reports for Internal Revenue Code Section 4371 substantiate that 
our adjova analysis is consistent with the intended applicable 
mSHn±nga'-of-anc^ terms under Internal Revenue Section 4371. 

The Committee Reports on Public Law 101-239"aBa~Public-I,ai!L 100-203 
which amended Internal Revenue Code Sections 4371 and 4372 refer to 
the term 'risk' in the context of foreign insurance companies 
effectively connected with the conduct of an insurance business in 
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the Onited States or in the context of foreign insurance companies 
.issuing policies or instruments in the nature of an indemnity bond. 


The Conmiittea Reports do not Include other applications of the term 
insurer other than those applications in the insurance company 
context. There are several points in the conference agreement in 
which the Committee Report evidences their concerns regarding the 
application of the use of the forthcoming Internal Revenue Code 
Section. The conference agreement in the Conference Committee 
Report for the Committee Report on Public Law 100-203, states that 
the agreement shall "provide regulatory authority to address the 
treatment of foreign insurance company investments in U.S. 
subsidiaries. . .Under the conference agreement, foreign source 
income that is attributable to a O.S. trade or business of a 
foreign property and casualty insurance company is treated as 
effectively connected with that trade or business." 

The conference agreement indicates the intent and purpose behind 
Internal Revenue Code Section 4371 was to apply an excise tax to 
foreign insurance companies engaged in a U.S. trade or business. " 
Several factors are cited by the Treasury Department in support of 
this view. First, the provision applies to life insurance 
companioB and property and casualty insurance companies in a manner 
s\ibstantlally similar to present law rules covering only life 
insurance companies. . .Second, the provision attributes to a foreign 
insur 2 mce company an amount of assets determined by reference to 
the assets of comparable domestic insurance companies, thus 
reasonably measuring the amount of assets that the O.S. trade or 
business of a foreign insurance company would be expected to have 
were it a separate company dealing independently with non-O.S. 
offices of the foreign insurance company .. .The conferees understand 
that the provision governing foreign insurance companies solves a 
statutory problem in the context of the broader issue: measuring 
the O.S. taxable income of a foreign corporation that is 
effectively connected with its O.S. trade or business." 

Under the facts presented to us, the foreign corporation will not 
be engaging in business as a foreign insurance company and 
therefore will not be subject to the excise tax under Internal 
Revenue Code Sections 4371 and 4372. The foreign corporation is 
neither assuming a risk of loss as an insurer nor is it in the 
business of malting, issuing, renewing, or continuing insurance 
policies or underwriting a policy with whom a contract of insurance 
~iSTiade-as-n_rei.nsurer. Therefore, it is more likely than not that 
the foreign oorpofafion“doe&-not_iioot^he statutory definition of 
insurer and will thus not be subject to~the — exci se tax under 
Internal Revenue Code Section 4371. 

The involvement of the foreign corporation will be limited to Its 
assumption of the private annuity agreement in exchange for its 
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receiving assets worth the emivalant of the value of the annuity 
.lA^ility,. The private annuity agreement will be issued by you, 
and you are not an insurer engaged iC the business of customarily 
issuing insurance policies or annuities, and you are contractually 
barred from issirlng additional annuities under Section XXIII of the 
Private Annuity Agreement. 

Thus, under the foregoing analysis, the foreign corporation first, 
is not an insurer as that term has been properly defined and 
applied according to the statute's legislative history, and second, 
is not assuming a 'risk' as an insurer as that term is properly 
interpreted by authorities in the insurance field. 

Under Internal Revenue Code Section 4372<a), a foreign insurer is 
also defined as a nonresident alien individual, a foreign 
partnership, or foreign corporation which shall become bound by an 
obligation of the nature of an indemnity bond . 

The foreign corporation will not become contractually bound by an 
obligation in the nature of an indemnity bond. 

Appleman on Insurance and Practice Section 7001 states: 
"(IJndemnity has been considered an essential element of a contract 
of insurance, so that a contract which does not possess this 
element has been held not one of insurance." Appleman further 
states in Section 7003 that "[A] contract which requires an 
indemnitor to indemnify the indemnitee for losses with which the 
indemnitor had no connection and over which it had no control would 
be a ' contract of insurance ' • . 


The foreign corporation will not be an indemnitor indemnifying you 
for losses with which it has no connection and over which it has no 
control. It is our understanding that the foreign corporation is 
marsly assuming an obligation and will not secure you against loss 
or damage and will not restore to you, in whole or in part, by 
payment or replacement for any losses incurred. 


Thus the foreign corporation will not be indemnifying you. 


It is also our understanding that the foreign corporation will not 
be responsible for any reimbursement to you or will it be a party 
to the contract between you and the amxuitant. Therefore, 
pursuant to the contract between you and the foreign corporation, 
th«_latter_wly^ be assuming the obligation of the private annuity 
payments ii'exohan^'^er-asgetsvrorth the equivalent of the annuity 
liability, and will not be i^suiiig — asg u■■[l'^ nf; , r-nni- i Tiry , or 
renewing em obligation in the nature of an indSrnitYToHd^ 


Our examination of case law has disclosed a pair of cases which, 
when read together, clarify the judicial interpretation of the term 
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"lasurance . » 


These cases have led us to conclude that it would be unlilcely that 
a court would find that the issuance of a private annuity by a 
corporation that it is not engaged in the issuance of other 
annuities or insurance policies (and, thus does not aotuarially 
allocate the risk relating to the private annuity agreement to 
other annuity or insurance contracts) is equivalent to the 
conduction of business as an "insurer," and that it would be 
equally unlikely that a court would find that the assumption of the 
private annuity agreement by a foreign corporation that does not 
issue other annuities or insurance policies is to be deemed a 
"reinsurer," as such terms should reasonably be constanied under 
Internal Revenue Code Section 4372(a). 

The first case is the case of Professional Lens Plan. Inc, v. Dent, 
of Insurance ■ 387 So. 2d 548 (1st DCJ. 1980). In this case, the 
Florida Department of Insurance had issued a declaratory statement 
that a plan whereby optometrists agreed to furnish replacement 
lenses to their patients for an annual fee plus a fixed sw 
representing the costs of the lenses, was actually an insurance 
program. 

The District Court of Appeal reversed the Florida Department of 
Insurance on the basis that the program did not involve auiy 
assumption of risk, distribution of loss, or payment of premium for 
assumption of risk. (337 So. 2d 548 , sso.) 

Conseguently, because in that case the District Court of Appeal 
found that the optometrists ' plan "... did not involve any 
assumption of risk, distribution of loss or payment of premium for 
assumption of risk...", the plaii was not subject to the Florida 
Insurance Statutes, (387 So. 2d 548, 550.) 

The District Court of Appeal thus held that Professional ):,ens Plan, 
Inc. was not providing insiirance and was not svibject to the Florida 
Statutes regulation insurance. 

In its decision, the court in Professional Lens Plan. Inc, v. Dent, 
g.f , m su ra nc g cited the case of Guaranteed Warranty Coro. . Inc, v. 
ex rel. Humphrey. 23 Ariz. App. 827, 583 P.2d 87 (1975). The 
Florida court explained that this Arizona case expanded upon the 
Florida statutory definition of the term "insurance" by indicating 
that normally there are five (5) elements t]iat axe present in an 
ISsurancB'-coatraotj 

These five (5) elements are: 

(1) no insurable interest; 

(2) a risk of loss; 
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(3) an assumption of the risk by the Insurer; 

(4) a general scheme to distribute the loss among the 
larger group of persons bearing similar risks; and 

(5) the payment of a premium for the assumption of the risk. 

The court in Professional bens Plan, Inc, v. Dept, — pf InsHTfl a Cfi 
stated that a patient may obviously have an "insurable interest” in 
his or her contact lenses , and there may be a "risk of loss" of 
such contact lenses; however, the remaining three (3) elements of 
an insurance contract were not present in that case, according to 
the court. 

The court found that there was no contractual obligation or duty 
between Professional Lens Plan, Inc. and the patients. The court 
then stated: "This determination alone would, in our opinion, 
dispose of the contention that Professional is engaging in a 
business of ' inBur 2 mce . ‘ " (387 So. 2d 548, 550) 

The court held in Professional Lens Plan, In c, v. Pepti — ai 

Insurance ■ 387 So. 2d 548 (1st DCA 1980) that the contract tetween 
the optometrist and the patient was not an indemnification 
contract, but rather was a contract that provided for the purchase 
of additional or replacement contact lenses. 

In our situation neither you nor the foreign corporation are or 
will be engaged in the insurance business, and neither you nor the 
foreign corporation will issue or assume additional annuity 
contracts beyond the one which is the subject of this opinion 
letter. 

Consequently, there is an absence of a "general scheme to 
distribute the loss among the larger group of persons bearing 
similar risks." 

In our situation there is likewise the absence of "the payment of 
a premium for the assumption of risk." 

Therefore, in our situation the presence of all of the "five (5) 
key elements that are present in an insurance contract" is lacking, 
and neither you (the issuer of the private annuity) nor the foreign 
corporation (the party that will possibly contractually assume the 
private annuity liability from you) will be engaged in issuing an 
insurance contract as that term is defined in the common law. 

As the court in Professional Lens PlahTTrneT"vv-Bept-r-o£-Xasntfi B.fi.e, 
387 So. 2d 548 (1st DCA 1980) held that the contract between the 
patient and the optometrist was not an indemnification of contact 
lenses agreement, but was merely a contract providing for the 
purchase of additional or replacement contact lenses, so would it 
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be likely for a court in our situation to find that the contract 
between, you- and. the annuitant Mm. 

-it was a private annuity agreement, and it would' be eijually likely 
in our opinion that a court will find that the contract between you 
and the foreign corporation is not an insurance agreement, or a 
ngiiT*anfrft agreement, or an indemnification agreement— it will be 
an assumption of private annuity liability agreement without a 
premium feature being present. 

Therefore, it is our opinion that it is more likely thM not that 
the foreign corporation will not be classified as an insurer for 
federal excise tax purposes. 

It is also our opinion that the foreign corporation is not a 
foreign reinsurer as that term is properly defined and applied 
under Internal Revenue Code Sections 4371 and 4372(aj, and 
therefore will not be subject to an excise tax as a foreign 
reinsurer under the aforementioned internal Revenue Code s^tions. 

Much confusion exists regarding the definition of the term 
reinsurance. The terra has been used erroneously and applied 
indiscriiiinately in veurious situations. 

According to Appleman on insurance Law and Practice , Section 7681: 
"Reinsurance, to an insurance lawyer, means one thing only - the 
coding by one insurance company to another of all or a portion of 
its risks for a stipulated portion of the premium, 
in which the liability of the reinsurer is solely to the reinsured, 
and handles all matters prior to and subsequent to loss. The true 
reinsurer is merely an Insurance coB^any or underwriter which deals 
with other insurance companies as its policyholders " 

Additionally, Couch on Insurance 2d Section 80:1 states that the 
reason ''(M]uoh confusion exists in the law as to the definition of 
reinsurance [is) because of the failure to distinguish three 
situations: (1) succession; (2) novation; and (3) additional 
security for the additional undertaking. . . The mere fact that there 
has been a transfer of assets to a successor corporation does not 
establish that there has been a reinsurance contract or an 
assumption of liability to the original insureds. " 



For example, it is our understanding that the foreign corporation 
will assume the obligation of payment of only one (1) private 
annuity transaction in exchange for receiving assets of an 
equivalent value and is not receiving an additional premium for 
such transaction. It is also our understanding that there will not 


be any sharir 
a reinsurer. 



The foreign corporation is neither issuing the private annuity nor 
reinsuring the private annuity on your behalf and therefore is not 
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engaging in transactions as an insurer or reinsurer. 

According to Kenneth Thompson, Reinsurance 4th Edition'; « 

reinsurance transaction is defined as a . " relationship 

established between two parties, which is based primarily on 
contract or understanding whereby one party, called the reinsurer, 
in consideration of a premium paid the reinsurer, agrees to 
indemnify under certain terms and conditions, another party, the 
reassured, against a rislc previously assumed by the latter, the 
direct writer, in its primary insurance covering the original 
assured." You are issuing the private annuity in exchange for the 
equivalent of the present value of the annuity liability, and will 
not receive a premium in consideration for assuming a ’risk' as 
that term has already been properly defined. The foreign 
corporation is likewise not receiving a premium in consideration 
for it assuming the obligation to make the annuity payments. 
Further, no primary insurance exists in your situation. 

Thus, the foreign corporation is neither an insurer nor a reinsurer 
as that term is properly used and referred to in the legislative 
history for Internal Revenue Code Sections 4371 emd 4372. 

It is thus our opinion that it is more likely than not that the 
anticipated transaction between the foreign corporation and you is 
not a reinsurance transaction as that term has been defined. 

It is our understanding that the foreign corporation will not 
assume your financial responsibilities to the Annuitant for your 
past conduct. It is our further understanding that the foreign 
corporation's agreement to assume your obligation to pay private 
annuity in excheuxge for assets worth the equivalent of the present 
value of the annuity liability will not be in the nature of a 
reserve for the annuity, or a premium in the nature of a 
reinsurance transaction. It is also our understanding that the 
foreign corporation will not indemnify you for any claims against 
you and will not assume a risk if you should become insolvent. 

While we believe that it is more likely than not that the foreign 
corporation will not be subject to a one (1) percent excise tax 
under Internal Revenue Code Section • 4371, we wish to make you 
aware of Revenue Ruling 80-95 in which a foreign insurer was 
subject to the excise tax under Internal Revenue Code Section 4371 
under an arrangement between the foreign corporation and a U.S. 
coloration that was characterized as being similar to one of 
reinsurance. 


The facts of this Revenue Ruling are as foXtovwr A—domestic- 

corporation which maintained disability plans for its O.S. citizens 
or resident employees and former employees entered into a contract 
with a foreign insurer which was neither doing business nor 
authorized to do business in the U.S. In return for an 
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actuarially computed annual payment, the Insurer, which was not a 
party--to- -t-he - plans-, ..lndeinniiiad.,tbg,,cQ.:^oj:ation for reqiured 
payment plans. The insurer incurred no liability to" the ^pfdyees 
and was neither responsible for plan perfoimanoe failures nor for 
the application or disposition of money paid to the oorpbration 
under the contract. The insurer had the right to audit claims 
against the plans and to protest what it felt were iu^roper 
payments. Under these facts, the foreign insurance company was 
determined by the Internal Revenue Service to be subject to the 
excise tax imposed on foreign insurance engaged on the reinsurance 
of United States risks. 

Under the facts presented in Revenue Ruling 80-95, the foreign 
corporation was obliged to indemnify the domestic corporation for 
losses sustained by the domestic corporation under the disability 
plans; thus the risk aesumad by the foreign corporation under the 
contract was the same as the risk borne by domestic corporation 
under the disability plans. The fact that the domestic corporation 
had passed its risk to the foreign corporation did not change the 
nature of the risk. The arrangement was similar to one of 
rainsuranca in which the primary insurer transferred some or all of 
the risk it had assumed to a second insurance company. 

It is our opinion that the facts in your situation are 
substantially different from the facts described in Revenue Ruling 
80-95, and your transaction would thus not be recharacterized as 
reinsurance. In your situation, it is our understanding that there 
will be no sharing of risk, no payment of a premium in 
consideration for the assumption of the obligation for the payments 
of an annuity, and no element of control retained by the you with 
respect to premium payments, auditing claims, or indemnification 
guarantees. Thus, the proposed factual situation materially 
differs in your situation from the facte and circumstances set 
forth in Revenue ruling 80-95. 

It is our understanding that the contract between the you and the 
foreign corporation is a transaction at arm's length under which 
the foreign corporation will agree to assume the obligation to pay 
the private annuity in exchange for the receipt of offsetting 
assets worth the equivalent of the present value of the annuity 
liability. 

As a transaction at arm's length in which a private annuity is 
exchanged for assets of an equivalent value of the annuity's 
estimated liability is not of the type of anticipated obligation of 
t he nature of an indemnity bond or the type of transaction carried 
on by an insurer or reinsurer as~ cua Leiu pla Led -uader — lateraai- 
Revenue Section 4371 and 4372. It is our opinion that it is more 
likely than not. that if the foreign corporation is involved in an 
arm's length transaction with you to pay a private annuity in 
exchange for the receipt of assets of equivalent value to the 
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annuity liability, and the foreign corporation is not engaging in 
-iBsurin9-oe- ralnsuring..properEy,, scd is_ not_bound_by any obligation 
to you in the nature of an indeamity bond 'the n''tEerB''wiIX not BS’SH' 
excise imposed on such a transaction. 


CORCLVOXIIG REH&KKS 

The accuracy of the opinions expressed herein are dependent on the 
actual facts and circumstances and the application of the relevant 
legal principles thereto. We are aware that a portion of our 
opinions expressed herein are predicated upon future activities and 
transactions. we recommend that you carefully review the 
applicable law to such transactions prior to their implementation. 

Respectfully Submitted, 

Pcatter, Tedder i Graves 


v Savid Tedder, 

Attomey-at-Law 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Department of the Treasury Memaf Revenue Service 


Form 13657 

(March 2005) 


Notice of Election by Corporation to Participate in 
Announcement 2005-19 Settlement Initiative 


NOTE; The Service can decline to execute a closing agreement with any party that fails to provide all 
information requested within this Form 13657. 


Section i. Corporation Information 


1. Corporation name 

Michaels Stores, inc. 

2. Corporation identification 
number (£IN) 

3. Address ^Sfrsef, City, Stats, ZIP code) 

Irving, Texas 75062 

4. Name and titie of person to contact at corporation 

Terl Williams, Vice President of Tax 

5. Daytime tetophone nurrtoer 

469 

6. FAX number 
( 469 ) 

7. Corporation ojirentiy is in /^peafs or Examination Q Yes (Piease completa items 8 end 9.) 2] 

8. Name and address Gty. State, zip code) of Appeals Officer or Agent 

[9. Daytime telephone nuntoer 

10. Corpwation has executed a Power of Attorney Q Yes fPtoaseeffacftaw/.; y] No 

11. Name of corporatk)n('s; tiiat received the services from the Executives named In Section IIL 
if different from corporation named in item 1 . (Attach edditionai sheets, if necessary) 

Same 

12. Identification number (BN) for 
item 1 1 entries 

Same 

13. Did the CoiporationSte as part of a consolidated federal income tax |7] Yes (Sae/lems ia s Morffems fSS tr □ No 

return for any taxable period affected by the terms of the settlement? whichever is eoDiicable.) 

14. Name of ttie Ccxporation's parent that participated in the transactiw (Uthe Corporation is a 
^bsidiary) 

Coiporation Is parent (see ID above) 

15, Employer identification number 
(EIN) for Item 14 entry 

16. Name of the Corporation’s subsidiary that partidpated in the transaction (if hie Corporation 
is hie parent) 

N/A 

17. Employer identification number 
(EIN) for Item 16 entiy 


Corporation Attestation 


The following Corporation elects to participate in the settlement initiative as described in Announcement 2005-1 9 
and as contained in Internal Revenue Bulletin 2005-11 dated March 14, 2005. The Coipomtion is submitting with 
tills election tiie infoimatfon and documents requested. Under penalties of perjury, f declare that I have 
examined tiiis Form 13657 and to the best of my knovriedge and belief, it is true, correct and complete. 



Permanent Subcommittee on Investigations I MSNY 028653 

EXHIBIT #66 - FN 665 I 
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Section II. Election Information 

1 l^uMt tosectiOT 3{b)(1 } and section 3{cK2) of Arwouncement 2005-19, the Corporatton elects to claim the allowable “ 

compensation deduction in ite taxable year that indudes pronfyoit^. 

Q a- tiw date(sj the stock editions were transferred to the Related Person, or 
[3 b. tile duel's} tiie options were exerdsed or ti>e restricted stock vested, or 
171 c- December 31 , 2CK)4, or 

n d. December 31 of the year in which the Executive recogrtizes the compensation, or 
n e. Deewnber 31 of the year determined under IRC section 3(cK2) of Announcement 2005-1 9. 

2. Did the Corporation already daim a compensaton dedudion for any stock options or restiicted stock foat its Executives transferred 
in Notice 2003-47 transactions? 

I i Yes (See instructions below.) 21 No 

If "Yes," please attach a sdiedule listing tite amounts and years of sudi deductions. 

3. Did the CoipcM^tion already daim any deductfons for transaction costs (i.e., fees paid to promoters, attorneys, accountants, 
appraisers, oromers) concerning Notice 2003-47 transactions? 

I i Ybs (See mstructions bdow.) 53 No 

If "Yes", please attach a schedule listing tiie amounts and years of such deductions. If the Corporation wishes to daim deductions 
for such costs ti^at have not been previou^y deducted, also attach a scheduleN listing the amounts and years of such fees and 
attad) dooanents substantiating payment 


Section Hi. Executive Information 


For each Executive ('Officer. Director, employee) who partidpated «t a Notice 2003-47 transaction usirtg eith^ stock 
options granted or restricted stodc issued by the Corporation, please provide the following information. If you need 
additional space for your answers, please attach additional sheets and identify the continued answers by item number. 


1. Name and address f^eef, City, state. ZIP coda) of Executive 

Sam Wyly (SSN: 433-46-5313), Evan Wyly (SSN: 461-94-2177). and Charles Wyly (SSN: 
436-44-1110), 300 Crescent Court. Suita 1000, Dallas, Texas 75201 

Michael French (SSN: 463-72-5220), 200 Crescent Court, Suite 630, 

Dallas, Texas 75201 

2. Executive identification 
number (SSN) 

See #1. 

3. Name and address ('Sfreet. Cif)' Sfafe. zip code) of Related Person to which Ihe Executive 
transferred the options or stock 

See attached schedule. 

4. Related Person identification 
number (EIN) 

Unknown. 

5. Datefs) Executive transfened options or restricted stock to 
Related Person 

See attached schedule. 

6. Date(«; such options were exercised or datefs) such 
restricted stock vested 

See attached schedule. 


7. Was a Form 1099 or Form W-2 issued to the Executive upon the Executive's transfer of the options or the restricted stock to ttre 
Related Person? 


1 1 Yes (See instructions below.) [3 No 

If "Yes," please attach copies of the form and spedfy the amount representing the option or restricted stock value 
Induded on the Form 1099 or Form W-2, 


8. Was a Form 1099 <w Form W*2 issued to the Executive upon the exercise of the options or the vesting of the restricted stock? 

I I Yes (See instructions below.) (3 NO 

If "Yes," please attach copies of the form and spedfy the amount reiwesenting the option or restricted stock value induded on the 
Fwm 1 099 or Form W-2- 


Fwm 136S7 (3-2005) Sheet2of3 www.ks.gov Department of tire Treasury -Internal Revenue Sef>rice 

Catalog No. 38^V . 


MSNY 028654 








Section til. Executive information — continued 

9. Was any portion of the stock cations or mstiicted stock awarded to the Executive in ccmr^on with tie Executive's performance of 
ser\nc8s for a subsidiary or affUiate of the CorporaSon? 

0 Ves □ No 

10. Is the Executive eiecting to participate in this setti^nent issue? 

D D No 52 Unknown 


Instructions 

1 . Send your completed Form 1 3657 to: 

Interna) Revenue Service 
ATTN: Announcement 20bS*1d 
MC 4166 NWSAT 
4050 Alpha Road 
Fanners Branch, TX 76244 

2. If you are under examination or in /^peals, please 
provide a copy of this Notice of Eleclioi^ to the 
examining revenue agent or die Appeals Officer. 


MSNY 028655 


Form 13657 (3-2005) 
Catalog No. 38566V 


Sheet 3 of 3 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Michaels Stores, Inc. (FEIN i 
Statement Attached to Form 13657 (Notice of Eiection by Corporation to Participate in 
Announcement 20&5-19 SetUement Initiative) 

Related Party Addresses (Question #3) 


Concho Trust (An Isie of Man Trust) 

East Baton Rouge, Limited (An Isle of Man Corporation) 

Roaring Creek Trust (An Isle of Man Trust) 

Rugosa, Limited (An Isle of Man Trust) 

Scotty Trust (An Isle of Man Tnu4) 

Tallulah International Trust (An Bile of Man Trust) 

Tensas, Limited (An Isie of Man Corporation) 

AITentities listed above have the fotioVi^ addres^^^^ 

C/0 Lome House Trust Limited (An Isle of Man Corporation), Castletown, Isle of Man, British Isles 

Arakan. Limited (An Isle of Man Comorationl 

• Warwick House, Castle Hill, Victoria Road, Douglas, Isle of Man, British Isles 

Dortmund. Limited tAn Isle of Man Corporation^ 

• International House, Castle Hill, Victoria Road, Douglas, Isle of Man, British Isles 

East Baton Rouge (A Nevada Corporation) 

« Address Unknown 

Maroon Linuted (A Nevada Corporation) 

• Address Unknown 

MeesPlerson Limited -Name has changed to Fortis. Limited lAn Isle of Man Corporation); 

• 18>20 North Quay, Douglas, Isle of Man, British Isles 

Ouavle. Limited lAn Isle of Man Corporation!; 

• 12-14 Hnch Road, Douglas, Isle of Man, British Isles 

Roaring Creek. Limited lA Nevada Corporation): 

• Address Unknown 

Soulieana. Limited (An Isle of Man Corporation) ; 

• 12-14 Finch Road, Douglas, Isle of Man, British Isles 

Tallulah, Limited (A Teias Limited Parpiership) 

• Address Unknown 

Tensas. Limited (A Nevada Corporation) ; 

• Address Unknown 

Woody International Trust (An Isle of Man TrustI 

• Address Unknown 

Yuma Faf. Limited (An Isle of Man Corporation); 

• Address Unknown 
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-JO liM. I 

Aniiiit 31, 1992 


Mr. item Wy^ 

WWON, Cental Bxpwy. 

SiutellOO 
D»Un!.T<sxBi 7S206 

Ke MvMe Aamaqr Aeieeaient dated ^iril IS, 1992 between 
Well CWDll United and Sun Wyiy 

ilear Mr. Wjily. 

Pnrsumt to SeetICB XVI of die lefisteoced Pilvlte Aanii^ Asreenient, Ud* letter iIhII 
isforat you tut tbo an de n eg n ed, Wett CaaoB Uantod, conteott to the j i wi EnmM t by you to 
Tanulah, Ltd., * IbxM liinilBd putoenUp, ofiQ of your tight, tide and hitaat in end to the 
lefeienced PlivaM Amnri9 Agicnnciit. 

V<ay tnity ymm. 
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IOSON.CeiitodBiq>wy. 
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Moiriniae limited and 6 ibi Wy^ 

Dear Mr. 'W^, 
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jefeicooed Piri^ AmiiBty Aenement. 
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(h 

'ftooaSdL Bwtetttn 
Mnsgifig l^iceior 


230427/D 


CONFIDENTIAL 

SECI00080727 

PSI00092594 



3500 


. i'J«lB24Li 


a 0624 $22952 

le iFLOOR 


LORHE HOUSE 04 

_F-33b '|4 f' C5V0B8^5EP 01 


East C«n>n UnUled 
e/o lane Home Itot Uodisd 
Lentnmte 
Cadetown, Uft of Mu 
MSATUtt 


1992 


Mr, StwWyly 
SOWN. CeotnaBapw- 
Spite 1100 
Didlas,Texpa 7S206 
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in&mn you Out On iwdei^saed. Ban Camdt Uimnd. ooaieMa to die uiiKiunait by jna to 
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lefcimced Mvaie Annuity Agnenieat, 


Veiy truly yam, 


EAST CARKIU, i JMHED 



Konaldl. Buoiiaiiaa 
Mnasim Dtiector 
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AnemtSt, 1992 


Mr. Sam Wy^ 
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SliitB 1100 
Ddlu,Tnu 75206 
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IQdilimd UttiM and Sia 9^ 

Dear Mr. Wyiy. 
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Vmy truly youte, 
HCSLAND 


Br- 
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Computer Associates 


One Computei Associates Ptaza 
Islandia, New York 1 1 749 

tel: +1 631 342 6000 
fax: +1 631 342 6800 


July 23, 2002 


Mr. Sam Wyly 

300 Crescent Court - Suite 1 000 

■BaiasTTel^TSIOl 

Stargate, Ltd. 

o/o Mr. Charles Wyly 

300 Crescent Court - Suite 1 000 

Dallas, Texas 75201 

Gentlemen: 

In consideration for the termination by Ranger Governance, Ltd. (“Ranger”) of its proxy 
solicitation to elect nominees to the Board of Directors of Computer Associates International, 
Inc. (“Computer Associates” or the “Company”) at the 2002 Annual Meeting of Stockholders of 
Computer Associates pursuant to certain agreements dated as of the date hereof entered into by 
and among Computer Associates and certain other parties. Based on information supplied to 
Computer Associates, Computer Associates agrees to the following; 

1 . Computer Associates hereby agrees with regard to stock options issued to Mr. Sam Wyly 
on October 8, 1 996 by Sterling Software, Inc. (“Sterling Software”) for 1 ,525,000 shares of the 
Company’s common stock (“Shares”) which were sold to East Carrol! Limited in a third-party 
transaction on September 30, 1999 and converted to 859,185 options of Computer Associates on 
April 7, 2000 to adhere to the tax treatment under Section 83 of the Internal Revenue Code of 
1986, as amended (“Section 83”) to close the option element of this transaction as of the date of 
sale. Any future exercise of the options will not be compensation income to Mr. Sam Wyly or 
the holder of the option, and no Company deduction should arise from a later exercise. 
Additionally, the Company will issue no Form 1 099 or Form W-2 to the holder of the options on 
the date of exercise. 

2. Computer Associates hereby agrees with regard to stock options issued to Mr. Sam Wyly 
on March 31, 1997 by Sterling Software for 200,000 Shares which were sold to Greenbriar 
Limited in a third-party transaction on September 30, 1999 and converted to 1 12,680 options of 
Computer Associates on April 7, 2000 to adhere to the tax treatment under Section 83 to close 
the option element of this transaction as of the date of sale. Any future exercise of the options 
will not be compensation income to Mr. Sam Wyly or the holder of the option, and no Company 
deduction should arise from a later exercise. Additionally, the Company will issue no Form 

1 099 or Form W-2 to the holder of the options on the date of exercise. 


Permanent Subcommittee on Investieatioas 

EXfflBIT #66 -FN 666 


CONFIDENTIAL 

SECI00048023 

PSI00059890 




3505 


3. Computer Associates hereby agrees with regard to stock options issued to Mr. Charles 
Wyly on October 8, 1996 by Sterling Software for 800,000 Shares which were contributed to 
Stargate, Ltd. (“Stargate”) a partnership of which Mr. Charles Wyly is general partner on June 
15, 1999 and sold to Quayle Limited in a third-party transaction on September 30, 1999 then 
converted to 450,720 options of Computer Associate on AjhiI 7, 2000 to adhere to the tax 
treatment under Section 83 to close the option element of this transaction as of the date of sale. 
Any future exercise of the options will not be compensadon income to Mr. Charles Wyly or the 
holder of the option, and no Company deduction should arise from a later exercise. Additionally, 
the Company will issue no Form 1099 or Form W-2 to the holdCT of the options on the date of 
exercise. 


4 . Computer Associates hereby agrees with regard to stock options issued to Mr. Charles 
Wyiy on March 31,1 997 by Sterling Software for 1 00,000 Shares which were contributed to 
Stargate a partnership of which Mr. Charles Wyly is general partner on June 15, 1999 and sold to 
Elegance Limited in a third-f^rty transaction on September 30, 1999 then converted to 56,340 
options of Computer Associates on April 7, 2000 to adhere to the tax treatment under Section 83 
to close the option element of this transaction as of the date of sale. Any future exercise of the 
options will not be compensation income to Mr. Charles Wyly or the holder of the option, and no 
Company deduction should arise from a later exercise. Additionally, the Company will issue no 
Form 1 099 or Form W-2 to the hold» of the options on the date of exercise. 

5. Computer Associates hereby agrees with regard to stock options issued to Mr. Sam Wyly 
on October 8, 1996 by Sterling Softw'are for 1,525,000 Shares which were converted to 859,185 
options of Computer Associates on April 7, 2000 and sold to Gxeenbriar Limited in a third-party 
transaction on July 23, 2002 to adhere to the tax treatment under Section 83 to close the option 
element of this transaction as of the date of sale. The Company will issue a Form W-2 to Mr. 
Sam Wyly in 2002 for the amount realized on the sale based on a mutually agreed Black-Scholes 
valuation. Any future exercise of the options will not be compensation income to Mr. Sam Wyly 
or the holder of the option, and no Company deduction should arise from a later exercise. 
Additionally, the Company will issue no Form 1099 or Form W-2 to the holder of the options on 
the date of exercise. 

6. Computer Associates hereby agrees with regard to stock options issued to Mr. Sam Wyly 
on March 31, 1997 by Sterling Software for 200,000 Shares which were converted to 1 12,680 
options of Computer Associates on April 7, 2000 and sold to Greenbriar Limited in a third-party 
transaction on July 23, 2002 to adhere to the tax treatment under Section 83 to close the option 
element of this transaction as of the date of sale. The Company will issue a Form W-2 to Mr. 

Sam Wyly in 2002 in the amount realized on the sale based on a mutually agreed Black-Scholes 
valuation. Any future exercise of the options will not be compensation income to Mr. Sam Wyly 
or the holder of the option, and no Company deduction should arise from a later exercise. 
Additionally, the Company will issue no Form 1 099 or Form W-2 to the holder of the options on 
the date of exercise. 

7. Computer Associates hereby agrees with regard to stock options issued to Mr. Charles 
Wyly on October 8, 1996 by Sterling Software for 800,000 Shares which "ivere contributed to 


CONFIDENTIAL 

SECI00048024 

PSI00059891 



3506 


Stargate a partnership of which Mr. Charles Wyly is general partner on June 15, 1999, converted 
to 450,720 options of Computer Associates on April 7, 2000 and sold to Qtiayle Limited in a 
third-party transaction on July 23, 2002 to adhere to the tax treatment under Section 83 to close 
the option element of this transaction as of the date of sale. The Company will issue a Form W-2 
to Mr. Charles Wyly in 2002 in the amount realized on die sale based on a mutually agreed 
Black-Scholes valuation. Any future exercise of the options will not be compensation income to 
Mr. Charles Wyly or the holder of the option, and no Company deduction should arise from a 
later exercise. Additionally, the Company will issue no Form 1099 or Form W-2 to the holder of 
the options on the date of exercise. 

8. Computer Associates hereby agrees with regard to stock options issued to Mr. Charles 
Wyly on MarcS 3 1 , 1 997 h y Steffin^ Software tor 1 00,0D0 Shares which were contributed to 
Stargate a partnership of which Mr. Charles Wyly is general partner on June 1 5/1999 then 
converted to 56,340 options of Computer Associates on April 7, 2000 and sold to Quayle 
Limited in a third-party transaction on July 23, 20(^2 to adhere to the tax treatment under Section 
83 to close the compensation piece of this transaction as of the date of sale. The Company will 
issue a Form W-2 to Mr. Charles Wyly in 2002 in the amount realized on the sale based on a 
mutually agreed Black-Scholes valuation. Any future exercise of the options will not be 
compensation income to Mr. Charles Wyly or the holder of the option, and no Company 
deduction should arise from a later exercise. Additionally, the Company will issue no Form 

1 099 or Form W-2 to the holder of the options on the date of exercise. 

9. Computer Associates additionally agrees to follow this treatment of the options as 
described above in the filing of all tax returns and to support this treatment in any current or 
future examinations by the Internal Revenue Service or any slate, local or other taxing authority. 

1 0. The Company's agreements in this letter are solely for the purpose of reporting the 
transactions described above under Section 83. The Company has no knowledge of the amounts, 
dates, purported transfers or other data set forth in this letter, and does not confirm or agree with 
any of such information. 


Very truly yours. 

Computer Associates International, Inc. 
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WRITTEN CONSENT OF THE SOLE DIRECTOR OF 
MOREHOUSE, UMTTED 


The undersigned, being the sole director of Morehouse, Limited, a Nevada coiporation 
(the "Corporation"), hereby consents in writing to the taking of the following action and to the 
adoption of the following resolution pursuant to the provisions of Section 78.580 of the Nevada 
General Corporation Law; 

RESOLVED, that the Corporation be dissolved, and that upon the effectiveness 
of the dissolution, the Board of Directors of the Corporation be, and hereby is, 

authorized and dir ected to do and perform all aca whic h it, in its sole discretion, deem s 

necessary, advisable or appropriate to effectuate the complete liquidation of the 
Corporation and the winding up of its af&irs; and that in connection with the dissolution 
of the Coiporation, the Board hereby adopts, approves, ratifies atrf confirms the Plan of 
Liquidation attached hereto as Exhibit A; and be it 

FURTHER RESOLVED, that in connection with the dissolution of the 
Corporation, the Board hereby fqtptoves the preparation, execution and filing of all such 
certificates, documents, information returns, tax returns and other papers which may be 
necessary or proper to implement the Plan of Liquidation; and be it 

FURTHER RESOLVED, that the matter shall be submitted to a vote of the 
shareholders as soon as practicable. 


Dated: June 6, 1996 



PermaneBt Subcommittee on Investigations 

EXHIBIT #66 - FN 667 
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MOREHOUSE, LIMITED ExUWt A 

Plan of Con^lete Liquidation 

This Plan of Comptete Liquidation (the "Plan”) is intended to accomplish the complete 
liquidation of Morehouse, Limited, a Nevada coiporaticm (the "Corporation"), in confonnity 
with the Internal Revenue Code of 1986, as amended (the "Code"). 

1 . Adoption of Plan . This Plan shall be effective upon satisfaction of all conditions 

precedent to the effectiveness of the stockholders' approval and upon the adoption and approval 
of the Plan by the stockholders of the Corporation in accordance with the laws of the State of 
Nevada. The date of sudi satisfaction and such adoption and approval by the stockholders is 
hereiiiafleiLcaUalJbe "Effectiy6_Batfe* 

2. Payment of Obligations . As promptly as is practicable after the Effective Date, 
the Corporation shall pay or make adequate provision for tte payment of all known obligations 
of or claims against the Corporation, includiag, but not limited to, contingent, condWonal or 
unmatured claims. In furtherance of the foregoing, the Corporation’s officers are authorized, 
empowered, and directed to pay or provide for the payment of such obligations and claims and 
to establish a reserve in a reasonable amount to meet the Corporation's known liabilities, 
obligations, liquidating expenses, and, if the Corporation’s officers deem advisable, estimated 
or contingent liabilities, obligations and expenses. In addition, the Corporation shall make such 
provision as will be reasonably likely to be sufficient to provide compensation for (i) ai^ claim 
against the Corporation which is the subject of a pending action, suit or proceeding to which the 
Corporation is a party and (ii) for claims that have not been made known to the Corporation or 
that have not arisen but that based on facts known to the Corporation or successor entity within 
10 years after the date of dissolution of the Corporation. In the event that the assets of the 
Corporation are insufficient for the payment in foil of the obligations of the Corporation, then 
claims and obligations of the Corporation shall be paid or provided for according to their 
priority, ratably to the extent of funds legally available therefor. 

3. nistrihiition of Assets . As promptly as practicable after the payment of the 
Corporation’s obligations and claims (or the provision for such payment is made), and in no 
event later than luly 31, 1996, the Corporation shall make a liquidating distribution to its 
stockholders of an undivided percentage interest in each of the assets of die Corporation 
(including, but not limited to, those assets specifically described on Exhibit 1 attached hereto) 
equal to the quotient arrived at by dividing the number of shares of the Corporation’s stock held 
by such stockholder on the Effective Date by the aggregate number of shares of the 
Corporation’s stock held by the stockholders receiving distributions pursuant to this paragraph. 
Every distribution pursuant to this Section 3 shall be in foil and complete cancellation of the 
recipient stockholir’s shares of stock in the Corporation and shall be received by such 
stockholders subject to the Corporation’s remaining liabilities. 

4. Terminarimi of Business . From and after the Effective Date, the Corporation shall 
not engage in any business activity except for operations and activities related to maintaining and 
preserving its assets pending the distribution of its assets to its stockholders, terminating and 
winding-up its affairs in an orderly manner, and withdrawing from the states or other 
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jurisdictions, if any. in which it is qualified for the transaction of business, all in accordance 
with this Plan and tqtplicable law. 

5. niii.'iolutinn . Hie Coiporation, pursuant to this Plan, shall be completely 
liquidated (in complete cancellation, within the meaning of die Code, of all of its capital stock) 
by the distribution of all of its assets to its stockholders. 

6. Powers of the Officers . The Directors of the Corporation have resolved that the 

officers of the Corporation shall have the authority to do or authorize any and all acts and things 
as provided for in this Flan and any and all such further acts and things as they may consider 
necessary or desirable to carry out the purposes of tins Plan including the esecntion aiai filing 
f^f infnf^atinn Other papers wMch mav 

be necessary or proper to implement this Plan. The officers shall have authority to authorize 
such variations &om or amendments to the provisions of this Plan as may be necessary or 
appropriate to effect the dissolution, complete liquidation, and termination of existence of tlK 
Corporation and the distribution of its assets to its stockholders in accordance the laws of the 
State of Nevada and the requirements of the Code. 
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Exhibitni 

Morehouse Limited 
Balance Sheet 
As at July 16tti, 1996 


Assets 


Cash on Hand $58,888 

Accounts Receivable - IRS 271 

Interest Receivable 1 0 


Total Assets $59.169 


Liabilities & Sharehoider's Equity 
Liabilities 


Accounts Payable $177 

Shareholder's Equity 

Capital Stock $49,375 

Retained Earnings 9,617 

Total Shareholder's Equity 58,992 

Total Liabilities & Sharehoider's Equity $59.169 
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MOREHOUSE LIMITED 
LORNE HOUSE, CASTLETOWN, ISLE OF MAN 

SHAREHOLDERS RESOLUTION IN WRITING 


We tSu undera^ned bei]% all die SharehoUfera of die above meodoned Company puraiant to 
the powBis vested in us by the CtBuany’s Aiticles of Association do terdiyresolve:- 


THAT the Written Caasaa of the Solo Shareholder of little Woody Limited, a 


Nevada Coipoiaden, in respect of its dissolution prepared by Mr Shaun T Wells, was 
tabled and approved. It was resolved THAT Mr R Buidianan a Diiectcv of the 


CO bdialf of the Company in its capacity as the Sole Sharriulder of Little Woody 
Unuted, Nevada. 


Dated the 1 1th day of June 1996 


Directors 
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WRITTEN CONSENT OF THE SOLE SHAREHOLDER OF 
MOREHOUSE, LIMITED 


The undersigned, being the sole holder of record of Morehouse, Limited, a Nevada 
corporation (the "Corporation"), hereby consents to and authorizes, pursuant to the provisions 
of Section 78.580 of the Nevada General Corporation Law, the dissolution of tire Corporation 
and the filing with the Secretary of State of the State of Nevada of a certificate of dissolution, 
and to the adoption aial approvi of the Plan of Liquidation in substantially ttie form of Exhibit 
A attached hereto. 

IN WITNESS WHEREOF, the undersigned has caused this Written Consent of 
Stockholder to be executed as of the ^ day of June, 1996. 
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MOREHOUSE, UMTIHi) Exhibit A 

Plan of Complete Liquidation 

This Plan of Complete Liquidation (the ’Plan’) is intended to accomplish the complete 
liquidation of Morehouse, Liinited, a Nevada corporation (the "Corporation"), in conformity 
with the Internal Revenue Code of 1986, as amended (the ’Code"). 

1. AfifiprinTi nf Plan. This Plan shall be effective upon satisfaction of all conditions 

precedent to the effectiveness of the stockholders’ approval and upon the adoption and approval 
of the Plan by the stockholders of the Corporation in accordance with the laws of the State of 
Nevada. The date of such satisfaction and such adoption and approval by the stockholders is 
her e inafter called the ’Effective Dale. * 

2. Payment of Obligations . As promptly as is practicable after the Effective Date, 
the Corporation shall pay or make adequate provision for the payment of all known obligations 
of or claims against ie Corporation, including, but not limited to, contingent, conditional or 
unmatuted claims. In furtherance of the foregoing, the Coiporation's officers arc authorized, 
empowered, and directed to pay or provide for the payment of such obligations and claims and 
to establish a reserve in a reasonable amount to meet the Corporation’s known liabilities, 
obligations, liquidating expenses, and, if the Coiporation’s officers deem advisable, estimated 
or contingent liabilities, obligations and expenses. In addition, the Corporation shaft make such 
provision as will be reasonably likely to be sufficient to provide compensation for (i) any claim 
against the Corporation which is the subject of a pending action, suit or proceeding to which the 
Corporation is a party and (iO for claims that have not been made known to the Corporation or 
that have not arisen but that based on facts known to the Corporation or successor entity within 
10 years after the date of dissolution of the Corporation. In the event that the assets of the 
Corporation are insufficient for the payment in full of the obligations of the Corporation, then 
claims and obligations of the Corporation shall be paid or provided for according to thek 
priority, ratably to the extent of funds legally available therefor. 

3. Distribution nf Assets . As promptly as practicable after the payment of the 
Corporation’s obligations aol claims (or the provision for such payment is made), and in no 
event later than July 31, 1996, the Corporation shall make a liquidating distribution to its 
stockholders of an undivided percentage intenest in each of the assets of the Corporation 
(incluiftng, but not liinited to, those assets specifically described on Exhibit I attached hereto) 
equal to the quotient arrived at by dividing die number of shares of tte Corporation’s stock held 
by such stocJdiolder on the Effective Date by the aggregate number of shares of the 
Corporation’s stock held by the stockholders receiving distributions pursuant to this paragraph. 
Eveiy distribution pursuant to this Section 3 shall be in full and complete cancellation of the 
recipient stockholder’s shares of stock in the Corporation and shall be received by such 
stockholders subject to the Corporation’s remaining Uabilities. 

4. Terniination of Business . From and after the Effective Date, the Corporation shall 
not engage in any business activity except for operations and activities related to maintakung and 
preserving its assets pending the distribution of its assets to its stockholders, terminating and 
winding-up its affeks in an orderly manner, and withdrawing from the states or other 
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jurisdictions, if any, in which it is qualified for the transaction of business, all in accordance 
with this Plan and applicable law, 

5 . Di.ssoluticm . The Corporation, pursuant to this Plan, shall be completely 
liquidated (in complete cancellation, within the meaning of the Code, of all of its capital stock) 
by the distribution of all of its assets to its stockhoWets. 

6. Powers of the Officers . The Directors of the Corporation have resolved that the 
officers of the Corporation shall have the authority to do or authorize any and all acts and things 
as provided for in this Plan and any and all such further acts and thii^s as they may consider 
necessary or desirable to cany out the purposes of this Plan including the execution and filing 
of all such certificates, documents, infonnation returns, tax returns and other papers which may 
be necessary or proper to implement this Plan. The officers shall have authori^ to authorize 
such variations from or amendments to the provisions of this Plan as may be necessary or 
appropriate to effect the dissolution, complete liquidation, and termination of existence of the 
Corporation and the distribution of its assets to hs stockholders in accordance the laws of the 
State of Nevada and the requirements of the Code. 
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Exhibit'i 

Morehouse Limited 
Balance Sheet 
As at July 16th, 1996 


Assets 


Cash on Hand $56,888 

Accounts Receivable - IRS 271 

Interest Receivable 10 


Total Assets $59.169 


L!abiiitie$'& Shareholder's Equity 
Liabilities 


Accounts Payable $177 

Shareholder’s Equity 

Capital Stock $49,375 

Retained Earnings 9,617 

Total Shareholder's Equity 58,992' 

Total Liabilities & Shareholder's Equity $59.169 
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CERTIFICATE OF DISSOLUTION 


I, DEAN HELLER, the duly qualified and elected Nevada Secretary of State, do 
hereby certify that I am, by the laws of said State, the custodian of the records 
relating to Title 7 of the Nevada Revised Statutes and that I am the proper officer to 
execute this certificate. 

I further certify that MOREHOUSE LIMITED, duly organized and existing under and 
by virtue of the laws of the State of Nevada, did, on the 26th day of July, 1 996, file 
in the office of Secretary of State a CERTIFICATE OF DISSOLUTION, that said 
action has been endorsed on all records of the same, and that it is hereby 
I dissolved. 


IN WITNESS WHEREOF, I have hereunto set my hand 
and affixed the Great Seal of State, at my office, in 
Carson Nevada, on July 26, 1 996. 
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WRITTEN CONSENT OF THE SOLE SHAREHOLDER OF 
ROARING CREEK, UMITE0 


The undersigned, being die sole holder of record of Roaring Creek, Limited, a Nevada 
corporation {(he "Corporation"), hereby consents to and authorizes, pursuant to the provisions 
of Section 78.580 of the Nevada General Corporation Law, (he dissolulion of the Corporation 
and the filir^ with the Secretary of State of the State of Nevada of a certificate of dissolution, 
and to the adoption and approvk of the Plan of Liquidation in substantially the form of Exhibit 
A attached hereto. 


Stockholder 


IN WITNESS WHEREOF, tte undersigned has c; 
older to be executed as of tire day of June, 1996. 
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ROARING CREEK. LIMITED Ejchibit A 

Plan of Complete Uqoidation 

This Plan of Complete Liquidation (the "Plan") is intended to accomplish the complete 
liquidation of Roaring Creek, Limited, a Nevada corporation (the "Corporation"), in conformity 
with the Internal Revenue Code of 1986, as amended (the "Code"). 

1 . Adontion of Plan . This Plan shall be effective upon satisfaction of all conditions 
precedent to the effectiveness of the stockholders’ approval and upon the adoption and approval 
of the Plan by the stockhoUere of the Corporation in accordance with the laws of the State of 
Nevada. The date of such satisfaction and such adoption and approval by the stockholders is 
hereinafter called the "Effective Date." 


2 . Payment of Obligations . As promptly as is practicable after the Effective Date, 
the Corporation shall pay or make adequate provision for the payment of all known obligations 
of or claims against the Corporation, including, but not limited to, contingent, conditional or 
unmatured claims. In furthraance of the foregoing, the Corporation’s officers are authorized, 
empowered, arvd directed to pay or provide for the payment of such obligations and claims and 
to establish a reserve in a reasonable amount to meet the Corporation’s known liabilities, 
obligations, liquidating expenses, and, if the Corporation’s officers deem advisable, estimated 
or contingent liabilities, obligations and expenses. In addition, the Corporation shall make such 
provision as will be reasonably likely to be sufficient to provide compensation for (i) any claim 
against the Corporation which is the subject of a pendir^ action, suit or proceeding to which the 
Corporation is a party and (ii) for claims that have not been made knovm to the Corporation or 
that have not arisen but that based on facts known to the Corporation or successor entity within 
10 years after the date of dissolution of the Cotporation. In the event that the assets of the 
Corporation are insufficient for the payment in full of the obligations of the Corporation, then 
claims and obligations of the Cotporation shall be paid or provided for according to their 
priority, ratably to the extern of fWs legally available therefor. 

3. Distribution of Assets . As promptly as practicable after the payment of the 
Corporation’s obligations and claims (or the provision for such payment is made), and in no 
event later than July 31, 1996, the Corporation shall make a liquidating distribution to its 
stockholders of an undivided percentage interest in each of the assets of the Cotporation 
(including, but not limited to, those assets specifically described on Exhibit I attached hereto) 
equal to the quotient arrived at by dividing the number of shares of the Corporation’s stock held 
by such stockholder on the Effective Date by the aggregate number of shares of the 
Corporation’s stock held by the stockholders receiving distributions pursuant to this paragraph. 
Every distribution pursuant to this Section 3 shall be in full and complete cancellation of the 
recipient stockholder’s shares of stock in the Corporadon and shall be reemved by such 
stockholders subject to the Corporation’s remaining liabilities. 

4. Terminatjon of Business . From and after the Effective Date, the Cotporation shall 
not engage in any business activity except for operations and activities related to maintaining and 
preserving its assets pending the distribution of its assets to its stockholders, terminating and 
winding-up its affairs in an orderly manner, and withdrawing from the states or other 
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jurisdictions, if any, in which it is qualified for the transaction of business, all in accordance 
with diis Plan and applicable law. 

5, Dissolution . The Coiporation, pursuant to this Plan, shall be completely 
liquidated (in complete cujcellation, within the meaning of the Code, of all of its capital stock) 
by the distribution of ail of its assets to its stocMioldeis. 

6. Powers of the Officers . The Directors of the Corporation have resolved that the 
officere of the Corporation shall have the authority to do or authorize any and all acts and things 
as provided for in this Plan and any and all such further acts and things as they may consider 
necessary or desirable to carry wit the purposes of this Plan including the execution and filing 
of all such certificates, documents, information returns, tax returns and other papers which may 

such variations from or amendments to the provisions of this Plan as may be necessary or 
appropriate to effect the dissolution, complete liquidation, and termination of existence of the 
Corporation and the distribution of its assets to its stockholders in accordance the laws of the 
State of Nevada and the requirements of the Code. 
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Exhibit I 

Roaring Creek Limited 
Balance Sheet 
As at July 16th, 1996 


Assets 

Cash on Hand $64,956 

Accounte Receivable - IRS 283 

Interest Receivable 10 

Total Assets $65,249' 

Liabilities & Shareholder's Equity 

Uabitities 

Accounts Payable $185 

Shareholder's Equity 

Capital Stock $54,713 

Retained Earnings 10,351 

Total Shareholder's Equity 65,064 

Total Liabilities & Shareholder’s Equity 





3521 


ROARING CREEK LIMITED 
LORNE HOUSE. CASTLETOWN, ISLE OF MAN 

SHAREHOLDB31S RESOLUTION IN WRITING 
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WRITTEN CONSENT OF THE SOLE DIRECTOR OF 
ROARING CREEK. LIMITED 


The undersigned, being the sole director of Roaring Creek, Limited, a Nevada 
corporation (the "Corporation"), hereby consents in writing to the taking of the following action 
and to the adoption of the following resolution pursuant to the provisions of Section 78.580 of 
the Nevada General Corporation Law: 

RESOLVED, that the Corporation be dissolved, and that upon the effectiveness 
of the dissolution, the Board of Directors of the Corporation be, ami hereby is, 
authorized and directed to do ani perform all acts which it, in its sole discretion, deems 
necessary, advisable or appropriate” tcTeftectuate the complete liquidation of the 
Corporation and the winding up of its affairs; and that in connection with the dissolution 
of the Corporation, the Board hereby adopts, proves, ratifies and confirms the Plan of 
Liquidation attached hereto as Exhibit A; and be it 

FURTHER RESOLVED, that in connection with the dissolution of the 
Corporation, the Board hereby approves the preparation, execution and filing of all such 
certificates, documents, information returns, tax returns and other papers which may be 
necessary or proper to implement the Plan of Liquidation; and be it 

FURTHER RESOLVED, that the matter shall be submitted to a vote of the 
shareholders as soon as practicable. 


Dated; June 6, 1996 
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ROARING CREEK. LMTED Exhibit A 

Plan of Complete liquidation 

niis Plan of Complete Liquidation (the "Plan") is intended to accomplish the complete 
liquidation of Roaring Creek, Limited, a Nevada corporation (the "Corporation"), in conformity 
with the Internal Revenue Code of 1986, as amended (the "Code"). 

1 . Adontion of Plan . This Plan shall be efiective upon satisfaction of all conditions 
precedent to the effectiveness of the stockholders' tqtproval and upon the adoption and approval 
of the Plan by flte stockholders of the Corporation in accordance with the laws of the State of 
Nevada. The date of such satisfaction and such adoption and approval by the stockholders is 
hereinafter called the "Effective Date." 


2. Payment of Obligations . As promptly as is practicable after the Effective Date, 
the Corporation shall pay or make adequate provision for tte payment of all known obligations 
of or claims against the Corporation, including, but not limited to, contingent, conditional or 
unmatored claims. In furtherance of the foregoing, the Corporation’s oftkers ate authorized, 
empowered, aixl directed to pay or provide for the payment of such obligations and claims and 
to establish a reserve in a reasonable amount to meet the Corporation’s known liabilities, 
obligations, liquidating expenses, and, if the Corporation’s officers deem advisable, estimated 
or contingent liabilities, obligations and expenses. In addition, the Corporation shall make such 
provision as will be reasonably likely to be sufficient to provide compensation for (i) any claim 
against the Corporation which is the subject of a pending action, suit or proceeding to which the 
Corporation is a party and (ii) for claims that have not been made known to the Corporation or 
that have not arisen but that based on facts known to the Corporation or successor entity within 
10 years after the date of dissolution of the Corporation. In the event that the assets of the 
Corporation are insufficient for the payment in full of the obligations of the Corporation, then 
claims and obligations of the Corporation shall be p^ or provided for according to their 
priority, ratably to the extent of funds legally available therefor. 

3. Distribution of Assets . As promptly as practicable after the payment of the 
Corporation’s obUgations and claims (or the provision for such payment is made), and in no 
event later titan July 31, 1996, the Corporation shall make a liquidating distribution to its 
stockholders of an undivided percentage interest in each of the assets of the Corporation 
(including, but not limited to, those assets speciftcally described on Exhibit I attached hereto) 
equal to the quotient arrived at by dividing the number of shares of the Corporation’s stock held 
by such stockholder on the Effective Date by the aggregate number of shares of the 
Corporation’s stock held by the stockholders receiving distributions pursuant to this paragraph. 
Every distribution pursuant to this Section 3 shall be in full arid complete cancellation of the 
recipient stockholder’s shares of stock in the Corporation and shall be received by such 
stockholders subject to the Corporation’s remaining liabilities. 

4. Termination of Business . From and after the Effective Date, the Corporation shall 
not engage in any business activity except for operations and activities related to maintaining and 
preserving its assets pending the distribution of its assets to its stockholders, terminating and 
winding-up its affairs in an orderly maimer, and withdrawing from the states or other 
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jurisdictions, if any, in which it is qualified for the transaction of business, all in accordance 
with this Plan and applicable law. 

5. DiMolution . The Corporation, pursuant to this Plan, shall be completely 
liquidated (in complete cancellation, within the meaning of the Code, of all of its capital stock) 
by the distribution of all of its assets to its stockholders. 

6. Powers of the Officers . The Directors of the Corporation have resolved that the 
officers of the Corporation shall have the authority to do or authorize any and all acts and things 
as provided for in this Plan and any aid all such farther acts and things as they may consider 
necessary or desirable to cany out the purposes of this Plan including the execution and filing 
of all aich certificates, docum ents, information returns, tax returns and other papers which may 
be necessary or proper to implemeit this Plan. The officers shall have authority to authorize 
such variations from or amendments to the provisions of this Plan as may be necessary or 
^ropriate to effect the dissolution, complete liquidation, and termination of existence of the 
Corporation and the distribution of its assets to its stockholders in accordance the laws of the 
State of Nevada and the requirements of the Code. 
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Roaring Creek Limited 
Balance Sheet 
As at Juiy 16th, 1996 


Assets 

Cash on Hand 
Accounts Receivable - IRS 
Interest Receivable 

Total Assets 

Liabilities & Shareholder's Equity 

Liabilities 

Accounts Payable 

Shareholder's Equity 

Capital Stock 
Retained Earnings 

Total Shareholder's Equity 

To^l Liabilities & Shareholder's Equity 


Exhibit I 
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PRIVATE ANNUITY AGREEMENT 

THIS ANNUITY AGREEMENT (the ''Agreement") is made and entered into to be 
effective as of the 22nd day of February in the year 1996 by and between THE ARLINGTON 
TRUST, a foreign situs trust that is a United States grantor trust for United States income tax 
purposes with MeesPierson (Isle of Man) Limited as Trustee located at Pierson House, P.O. Box- 
1 56, 1 8-20 North Quay, Douglas, Isle of Man. IM991NR British Isles, which is hereinafter 
referred to as “TAT" and SARNIA INVESTMENTS, LTD. an Isle of Man corporation located 
“irPiefS®'^HouserPit5rB5)rt567T8^2fr1^rth Quay, Douglas, Isle of Mai, IM99fNR"BTitetr“ 
Isles, hereinafter referred to as the "OBLIGOR". . 

RECITALS. 

WHEREAS, TAT is the owner of non-statutory stock options issued pursuant to a Non- 
Statutory Stock Option Plan under which Sterling Softw^e, Inc. 'provided Sam Wyly [who 
subsequently transferred such Non-statutory options to TAT], other employees, and key advisors 
with a proprietary interest in their company through the granting of “non-statutory stock options ’ 
which upon exercise permits the option holder to purchase shares of the authorized Common 
Stock of Sterling Software, Inc., with the description of such Non-statutory options attached 
hereto and identifjed as “Schedule A,” with such exhibit being hereby wholly incorporated herein • 
by this reference; and ' ‘ ' 

WHEREAS, TAT wishes to sell and transfer all of its rights, title, and interest in and to 
such Non-statutory options in exchange for the receipt of a private annuity on the life of Sam 
Wyly, the settlor of TAT, pursuant to the terms and conditions hereafter set forth; and 

WHEREAS, TAT desires to be assured of the receipt of a fixed amount of funds on. an 
annual basis commencing on the sixty-eighth (68th) birthday of Sam Wyly, October 4, 2002, the 
commencement of the payout of the annuity hereunder; and 

WHEREAS, TAT desires to be assured of the receipt of such funds regardless of the 
liquidity and/or profitability of its investment in the Non-statutory options; and 

WHEREAS, TAT wishes to be reli'eved'of the risk of loss from the possible declination 
in the value of its ownership interest in and to such Non-statutory options; and 

WHEREAS, TAT believes that the best means of attaining these objectives is to sell the . 
Non-statutory options in exchange for the receipt of a private annuity on the life of the settlor of 
TAT notwithstanding the risks involved in sdch a financial arrangement; and 

WHEREAS, SARNIA INVESTMENTS, LTD. desires to acquire the Non-statutoiy 
options from TAT in exchange for its issuing a private annuity to TAT in accordance with the 
terms and conditions hereinafter set forth; 
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SECTION XII: Beneficial Owner of the Annuity. 

12.1 TAT is a Grantor Trust for United States Income Tax Purposes. 

TAT hereby warrants that it is presently a grantor trust for United States income tax purposes. 


12.2 The Annuity is treated as being held by a natural person. 

treated as the grantor and owner of the corpus and income of the trust, and Sam Wyly is the 
individual on whose life the Annuity is based, the parties hereby expressly agree that the private 
annuity will be treated as being held by TAT as an agent for Sam Wyly, a natural person. 


SECTION XIII: Notices. 


13.1 Notices. 

a. The parties hereby mutually agree that any and all notices or other 
communications required or permitted by this Agreement or by law to be served on or given to 
either party hereto by the other party hereto shall be in writing and shall be deemed to be duly • 
sen'ed and given when personally delivered to the party to whom it is directed, or in lieu of such 
personal service seven (7) days after it is duly mailed to the party to whom it is directed, 
addressed to the party at the address of such party. 

b. The address of TAT is: 


THE ARLINGTON TRUST 

c/o MeesPierson (Isle of Man) Limited, Trustee 

Pierson House, P.O. Box 1 56 

18-20 North Quay, Douglas 1M991NR 

British Isles 

The address of the Obligor is: 

SARNIA INVESTMENTS, LTD. 
c/o MeesPierson (Isle of Man) Limited 
Pierson House, P.O. Box 156 
18-20 North Quay, Douglas IM991NR 
British Isles 
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2MB918245 IBTH FLOOR 


F-5B5 T-395 P-001 FEB 21 '96 10; 03 


FAX TRANSMITTAL Maveriek 


TO; 

COMPANY: 

PHONE: 


Roiuld Buchuiaii 


Larne House Trust 


44 £24 


Redacted by the Permanent 
Subcommittee on Investigations 


FAX: 44 624 

NUMBER OF PACES (including cover); 1 


FROM: Mike French 

PHONE: 214 Redacted by the Permanent 

Subcommittee on Investigations 

FAX: 214 

DATE; Febrmry 21, 1996 
TIME, iOiOSAM 


COMMENTS: 

Michelle has tltead}' been in touch vrith your office regarding the need for two new corporate 
subsidiaries for each of the Bessie and TVler trusts (total of four coiporadons), plus one for the 
CMsolm trust. These naist be in place in order to do the annuity a ssi gn maits which we would like 
to finalize by tomorrow. 

In order to do this we must have the names of these companies In order to complete the 
documentaticHi, Please furnish this infbrmation at once. 





I to ^ 
^ VO 


I^vedc^ • SOSO l4oilh CeiUxBl EKpnssit'ay • Soite 1300 • LS-31 • DtlliSa 75206-1^^^ 


21 -FEB-1996 175^ 


214891824)5 


P.001 


Permanent Subcommittee on Investigations 
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F-128 T-427 P-001 


IW 07 '9S 15:57 


FAX TRANSMITTAL 


Maverick 


TO: Konald Budutnw 

COMPANY: Lome Bouse Trust 


ITROM; Ma«Freoa 


PHONE: 214 


PHONE; 44 624 — —I PAX: 214 ' 

Redacted by the Pennanent 

FAX: 44624 Subcommittee on Investigaiiony M*rch7,19»6 


Redacted by the Permanent 
Subcommittee on Investigations 


NUMBER OF PAGES fmduding cover): 


TIME; 3:23 PM 


COMMENTS: 

Dear Ronnie: 

As we discussed, the option transaction is proceeding. Attached are the following documents; 

1 , Amendment to Option Agreenent pursuant to which Charles Wyly assigns options to 
purchase 1,600,000 shares of Sterling Cmnmerce, Inc. to The Woody International Trast, This 
document has been executed by Cbarles and is being sent to the company for ita signature. Please 




to me by fax. 

2. Second Amendment to Option Agreement pursuant to which Woody International asragns 
to options to a corporation owned by the Tyler Trust. I understand that you will 611 in the name of 


fbragnatuie. 


1 send 8 copy to the Sterling Commerce 


3. Option agreement pursuant to whidi the options have originally been granted to Charles. 
Please insert a copy in the tiles for Woody and the ooipotation. 

4. Amendmerrt to Optiotr A^eement pursuant to Mrtch Evan Wyly asagns options to 
purchase 200,000 shares of Sterlitrg Comnwroe to The Scotty Trust. A copy is bring tinnirited to 
the oonqrany for its sgoature. Please have this executed on briurlf of Soottv and return a signed 
copy to me by ita. 

5 . Second Amendmwt to Option Agreement pursuant to which Scotty asrigns the options to 
a corporation owtted by The Bessie Trust. I understarrd you will till in the name of the 
corporation. Please have this document executed bv Scottv and the corp oration and return a 
sigiiBd copy to me bv fax. I will forward a copy to Sterling Commerce for execution. 

Mavcririr Capital* 8080 NcrrdiCeatfSlSqKessway* Suite 1300 • LB-3Z *1331138, Texas 75206-1 SS5 

7-MfR-1996 22:53 b a 
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F- 12 B T-427 P~B02 07 'gg 15:57 


6. Option AgreemHit pursuant to wWoh flte option have been granted to Evan. Please place a 

copy in tte files. 

It is imperative that those doauittiits be acee uted and returned to me prior tn 30 AM tomorrow 
(2:30 PM your time). My fex number is 214 Redactwi by the Permanent I 

Sutxiommittee on Investigations 

In due course additional documents in the form ot legal opimons and annuity agreements will 
follow. 



Maverici Ci^lal • SOSO Netfli Ccom! Expnssny • Suiio 1300 • LBJl • Dallas. Texas 7S206-ISS5 


07-11PR-1996 22:54 


P.0a2 
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PRIVATE ANNUITY AGREEMENT 

THIS ANNUITY AGREEMENT (the "Agreement") is made and entered into to be 
effective as of the 22nd day of February in the year 1996 by and between THE ARLINGTON 
TRUST, a foreign situs trust that is a United States grantor trust for United States income tax 
purposes with MeesPierson (Isle of Man) Limited as Trustee located at Pierson House, P.O. Box 
156, 18-20 North Quay, Douglas, Isle of Man, IM991NR British Isles, which is hereinafter 
referred to as “TAT” and SARNIA INVESTMENTS, LTD. an Isle of Man corporation located 

irRieTSonTfolls e, P.O. Box 156, I ' S- ^frNgrdr- Quay, Duugla sr-fe le o f Man; IMPPI NR-Sritish- 

Isies, hereinafter referred to as the "OBLIGOR". . 


RECITALS. 

WHEREAS, TAT is the owner of non-statutory stock options issued pursuant to a Non- 
Statutory Stock Option Plan under which Sterling Software, Inc. provided Sam Wyly [who 
subsequently transferred such Non-statutory options to TAT], other employees, and key advisors 
with a proprietary interest in their company through the granting of “non-statutory stock options” 
which upon exercise permits the option holder to purchase shares of the authorized Common 
Stock of Sterling Software, Inc., with the description of such Non-statutory options attached 
hereto and identified as “Schedule A,” with such exhibit being hereby wholly incorporated herein ■ 
by this reference; and ' 

WHEREAS, TAT wishes to sell and transfer all of its rights, title, and interest in and to 
such Non-statutory options in exchange for the receipt of a private annuity on the life of Sam 
Wyly, the settlor of TAT, pursuant to the terms and conditions hereafter set forth; and 

WHEREAS, TAT desires to be assured of the receipt of a fixed amount of funds on an 
annual basis commencing on the sixty-eighth (68th) birthday of Sam Wyly, October 4, 2002, the 
commencement of the payout of the annuity hereunder; and 

WHEREAS, TAT desires to be assured of the receipt of such funds regardless of the 
liquidity and/or profitability of its investment in the Non-statutory options; and 

WHEREAS, TAT wishes to be relieved of the risk of loss from the possible declination 
in the value of its ownership interest in and to such Non-statutory options; and 

WHEREAS, TAT believes that the best means of attaining these objectives is to sell the . 
Non-statutory options in exchange for the receipt of a private annuity on the life of the settlor of 
TAT notwithstanding the risks involved in such a financial arrangement; and 

W'HEREAS, SARNIA INVESTMENTS, LTD. desires to acquire the Non-statutory 
options from TAT in exchange for its issuing a private annuity to TAT in accordance with the 
terms and conditions hereinafter set forth; 
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NOW THEREFORE, in consideration of the muUial covenants, promises, and undertakings of 
the parlies to this Agreement, the parties hereby agree to the followng terms and conditions: 


COVENANTS, TERMS, AND CONDITIONS. 

IN CONSIDERATION of the mutual covenants, promises, and undertakings, the parties 
hereby agree to the following terms and a)nditions: 


SECTION I: Consideration. 

1.1 Consideration. 

a. In consideration of the Annuity being issued and payable under tills Agreement, 
TAT hereby sells, assigns, transfers, and sets over to the Obligor ail of TAX'S right, title, and 
interest in and to the Non-statutory options listed on Schedule A, herein collectively referred to 
as the “Non-statutory options.” 

b. TAT hereby expressly warrants that its ownership interest in the Non-statutory 
options is freely alienable and transferable by TAT, and that it has the right and power to dispose 
of such Non-statutory options to the Obligor in accordance with the terms and conditions set 
forth herein. 


c. Tile Obligor and TAT hereby agree that they will comply with any applicable 
corporate security transferability rules or restrictions pertaining to the transfer of the Non- 
statutory options. The Obligor and TAT further agree to cooperate in the transmission of 
information, documentation, and communications between themselves or either of them and the 
corporation that issued such Non-statutory options, its legal counsel, and its transfer agent, if any, 
and to fully cooperate with respect to the sale and transfer of such Non-statutory options being 
transferred and sold hereunder. 

e, The Obligor hereby expressly acknowledges that it has been adequately informed 
of the business and financial history of the Non-statutory options which are being transferred and 
sold hereunder. The Obligor hereby acknowledges and accepts the receipt of such Non-statutory 
options as of the effective date of this Agreement. 

f TAT expressly acknowledges that TAT is fully satisfied with the Annuity to be 
paid to TAT hereunder and is ready, willing, and able to assume the risks attendant with respect 
to the acquisition of an unsecured high risk private Annuity. 
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1.2 The Obligor’s Right to Invest and Control the Non-statutory options Received from 
TAT at ail Times. 

a. . TAT agrees that TAT shall not control or exercise any authority over the "Noo- 

statutory options transferred to the Obligor in exchange for the issuance of a private Annuity by 
the Obligor. TAT further agrees that from the effective date of this Agreement, TAT shall retain 
no residual interest of any kind or character in the Non-statutory options being transferred and 
sold hereunder. However, in the event that TAT has not effectuated the transfer of ownership of 
the Non-statutory options to the Obligor within forty-five (45) days of the effective date, of this 
Agreement, this Agre em^ t s ha l l-b e null and void . — 

b. TAT agrees that in due course, not to exceed forty-five (45) days, TAT will 
procure the transfer of the legal registration and title in and to the portion of the Non-statutory 
options being sold and transferred hereunder to the Obligor on the books and records of the 
issuing corporation. The parties agree that in the inlerira the Non-statutory options being sold 
and transferred hereunder may remain registered in the name of TAT on the books and records of 
the issuing corporation provided that title and registration in and to such Non-statutory options 
shall be held for the exclusive benefit and use of the Obligor pursuant to the terms and conditions 
set forth in this Agreement. 


SECTION 11: Annuity Payments. 

2.1 Agreement as to Value. 


a. The parties hereto hereby stipulate and agree that as of tlie effective date of this 
Agreement the total fair market value of the Non-statutory options set forth in Schedule A, which 
Non-statutory options are being transferred hereunder in exchange for the issuance of a private 
Annuity, is FIVE MILLION FOUR HUNDRED FIFTY-ONE THOUSAND NINE 
HUNDRED UNITED STATES DOLLARS (U.S. 55,451,900.00), and that the value of the 
Annuity being issued hereunder is specifically and expressly predicated and calculated upon such 
total value. 

2.2 Birth Date of the Individual on whose Life the Annuity is based. 

The parties hereby acknowledge and agree that the date of birth of Sam Wyly is October 4, 1 934. 

2.3 Calculation of Value of the Annuity. 

The parties hereby mutually acknowledge that the valuation of the Annuity hereunder shall be 
calculated pursuant to the United Slates of .Anerica Internal Revenue Ser\'ice valuation tables 
promulgated pursuant to United Slates Internal Revenue Code Section 7520 as set forth in 
Revenue Regulations Section 1.7520-1, specifically using the actuarial tables for measuring the 
interest and the mortality components of the life expectancy of the individual on whose life the 

3 
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Annuity is based in Alpha volume Tables H & S based on LIFE TABLE 80CNSMT applicable 
after April 30, 1 989, using, compounded on an annual basis, an interest rate of SIX AND EIGHT 
TENTHS PERCENT (6.8%) pursuant to Revenue Ruling 96-14 (IRB 1996-6 Table 5), by using 
One Hundred Twenty percent (120%) of the Applicable Mid-Term Federal Rates for February, 
1996, the calendar month of the effective date of this Agreement, which is equal to SIX AND 
SEVENTY-FIVE ONE HUNDREDTHS PERCENT (6,75%) pursuant to Revenue Ruling 96-14 
(IRB 1996-6 Table 1), and then rounding such interest rate to die nearest Two-Tenths of One 
Percent (0.2%). which equals SIX AND EIGHT TENTHS percent (6.8%), which coincides with 
the applicable federal rate set forth in Revenue Ruling 96-14 (IRB 1996-6, Table 5), pertaining to 
the applicable federai rate for determi ning the present value of an Annuity. — C<losequentlyq_the_ 
stipulated fair market value of die Non-statutory options shall be accumulated from the date of 
this agreement using the interest and mortality factors contained in Table H using an interest rate 
of SIX AND EIGHT TENTHS PERCENT (6.8%). Specifically, said Accumulated Value shall 
be equal to the Dx factor applicable to the age of the individual on whose life the Annuity is 
based on such individual’s nearest birthday as of the effective date of this agreement divided by 
the Dx factor applicable to the age of such individual on such individual’s nearest birthday as of 
the date the annuity is to commence and multiplied by the stipulated fair market value of the 
Non-statutory options. The Annuity amount, therefore, shall be calculated as the Accumulated 
Value divided by the Annuity factor contained in Table S using an interest rate of SK AND 
EIGHT TENTHS PERCENT (6.8%), and the applicable age of the individual on whose life the 
Annuity is based on such individual’s nearest birthday as of the date the annuity is to commence. 

2.4 The Annuity is a Deferred Annuity. 

a. The parties hereby mutually acknowledge and agree that the Annuity being issued 
hereunder is specifically intended to constitute a deferred Annuity to ensure that TAT is assured 
of the receipt of a fixed amount of funds in the future. Consequently, the parries hereto hereby 
agree to defer tlie commencement of the Annuity payments hereunder until October 4, 2002, 
being the sixty-eighth (68th) birthday of Sam Wyly, the individual on whose life the Annuity is 
based. 


b, To provide TAT for TAT’s benefit with the equivalent value of such deferral, the 
Obligor hereby specifically agrees to pay TAT for TAT's benefit an additional interest factor of 
SK AND EIGHT TENTHS PERCENT (6.8%) per annum on any Annuity payments paid to 
TAT to compensate for the deferral period, with such additional interest factor period to 
commence as of the effective date of this Annuity Agreement, and to terminate as of the date on 
which the first Annuity payment is actually paid to TAT. 

c. The parties hereby mutually acknowledge and agree- that absolutely no gift is 
intended to be made hereunder, and that the value of the Annuity is intended to equal the value of 
the interest of TAT in the Non-statutory options being transferred in exchange therefor. The 
parties agree that the actual Annuity payment calculations shall be made to comply with this 
intent. In the event it becomes necessary to retain the services of a qualified actuarial consultant 
to prepare the comoutation and calculation of the Annuity payments consistent with this intent 
and the applicable' United States tax law governing the valuation of annuities and Annuity 
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payments that are being made for full value free from any gift or donative element, the parties 
hereby agree to do so. 

2.5 Ternrination of the 

a. The Annuity payments payable hereunder to TAT are subject to a substantial risk 
of forfeiture to TAT in that such Annuity payments shall terminate and lapse with the last 
payment immediately preceding the death of SAM WYLY, the individual upon whose life the 
Annuity is based, or upon the death of SAM WYLY if no payments have been made as of the 
-deafTot SAM WYLY Tlibwever notwithstandin iheforego tfig. .Annuity' p5ym;ents;that-were- 
not made prior to the death of SAM WYLY because of a breach of this Agreement by the 
Obligor shall be due and payable upon the death of SAM WYLY together with any applicable 
interest, late charges, or other payments due hereunder, and any such payments shall be made 
payable to TAT. There will be no proration of payments at the time of the death of SAM 
WYLY or at anytime thereafter. 

b. Consequently, the Annuity payments payable hereunder shall be payable on an 
annual basis commencing on the sixty-eighth (68th) birthday of SAM WYLY, and terminating 
with the last payment immediately preceding the death of SAM WYLY, or upon the death of 
SAM WYLY if no payments have been made as of the death of the SAM WYLY. 


2.6 No Survivorship Provisions. 

The parties hereby expressly agree that the Annuity payment obligations of the Obligor hereunder 
shall terminate and lapse as expressed, in Section 2.5, above, and neither TAT nor any 
beneficiary of TAT, nor any successor-in-interest, assignee, or Trustee of TAT, nor any assignee 
of any beneficial interest in TAT, nor any heir, legatee, creditor of TAT, nor any heir, legatee, or 
creditor of any beneficiary of TAT, shall have any rights whatsoever under this Agreement 
except as is expressly expressed in Section 2.5, above. The parties hereby expressly agree that the 
Annuity provided for herein shall contain no survivorship provision whatsoever except as is 
expressly expressed in Section 2.5, above. 


2.7 Penalties for Late Payment. 

The parties hereby expressly agree that all payments due hereunder are to be promptly paid when 
and if such payments become due and payable. If any payment is made later than twenty (20) 
days after such payment is due and payable, it shall carry a penalty assessment of SIX AND 
EIGHT TENTHS PERCENT (6.8%) of the amount due that is in arrears. 

2.8 Usury Laws. 

The parties do not intend to violate any usun’ law or any other legal requirement. In the event 
that this Agreement is found to violate any applicable usurj' law, the parties agree that the interest 
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charge shall be reduced to the maximum rate of interest permitted by the law that is applicable to 
this Agreement. In the event that a reduction in the applicable interest rate occurs pursuant to 
this provision, and such reduction produces an effective interest rate which imposes a gift 
element into the Annuity transaction, then in such case the parties shall thereupon be entitled to 
re-examine this Agreement and the transactions hereunder and may either rescind this Agreement 
and the transactions hereunder ab initio , or cancel this Agreement and the transactions hereunder, 
or continue this Agreement and the transactions hereunder under whatever terms and conditions 
the parties may agree between themselves. 


SECTION III: Absence of Security, Guarantees, or Collateral. 

3.1 No Security Interest with respect to the Non-statutory options. 

The parties hereby expressly agree that TAT shall not retain any lien, pledge, or security interest 
in or with respect to the Non-statutory options being transferred and sold hereunder. The parties 
hereby agree that there is and shall be no security or collateral for the payment of the Annuity 
hereunder. The parties further agree that the Obligor will not establish any security or any fund 
or other specific chargeable source for the payment of the purchase price (being the Annuity) 
hereunder. TAT is aware of the economic risks generated by this situation, and acknowledges 
that it has deliberately assumed this risk because of the unwillingness of the Obligor to offer any 
security, guarantees, or collateral hereunder. 


SECTION IV: Surrender of Dominion and Control over the Non- 
statutory options. 


4.1 Surrender of Interest in the Non-statutory options by TAT. 

Upon the execution of this Agreement, TAT hereby agrees to surrender any and all ownership 
incidents and property interests, rights and title in and to the Non-statutory options being 
transfeired and sold hereunder together with the right to exercise dominion and control over such 
Non-siaiutory options, Additionally upon execution of this Agreement TAT agrees to surrender 
the right to exercise voting power with respect to the Non-statutory options being sold and 
transfeired hereunder. 
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SECTION V; Commingling Permitted. 

5.! Commingling permitted. 

The parties hereby acknowledge and agree that the Non-statutory options being transferred and 
sold hereunder may be commingled with any and all other Non-statutory options and other assets 
that are, or may in the future be owned by the Obligor. The parties fijrther agree that the Obligor 

^ffChave theright to- exCTcise fidl dominiQn.nnd..cQitfrol..am,.3ni-posses.sjjwnssbip_insMe!its, 

in and to the Non-statutory options being transferred and sold hereunder subject to any liabilities, 
obligations, duties, or other claims mentioned herein. 


SECTION VI: Annuity Payments are Not Contingent upon Earnings 
from the Non-statutory options being transferred hereunder. 

6.1 Annuity Payments Not Contingent upon Earnings. 

The parties hereby acknowledge and agree that the Obligor shall be absolutely liable for the 
Annuity pa>’ments due hereunder, and that such Annuity payments are in no way or manner 
contingent upon the past, present or future profits, gains, or eanungs of the Non-statutory options 
being transferred and sold hereunder, and are not chargeable to such Non-statutory options. The 
parties expressly acknowledge and agree* that the amoimt of the Annuity payments has been 
determined as a result of the valuation of TAT’s interest in the Non-statutory options being 
transferred and sold hereunder as of the effective dale of this Agreement as expressed in greater 
detail in Sections 2.1 and 2.3. 


SECTION VII: Warranty of Absence of Liabilities. 

7.1 Warranties. 

TAT hereby warrants that the Non-statutory options being transferred and -sold hereunder are not 
subject to any liabilities, claims, encumbrances, or liens to which the Obligor is responsible for 
the payment thereof. The parties hereby agree that the responsibility for the payment of any such 
liabilities, claims, encumbrances, or liens that pertain to the Non-statutory options being 
transferred and sold hereunder shall belong to TAT and the Obligor shall not be liable therefor. 
The parties further agree that after the effective dale of This Agreemenl any future liabilities, 
claims, encumbrances, or liens that pertain to the Non-statutory options being transferred and 
sold hereunder shall be exclusively that of the Obligor and TAT shall not be responsible 
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SECTION Vni: Indemnification. 


8.1 Indemnities. 


TAT hereby agrees to indemnify and hold the Obligor and the Non-statutory options being sold 
and transferred in exchange for the Annuity being issued hereunder harmless and free from any 


options raTpraiisfciTeH^id sold liereundefip^^^^ such bfeacTjoccuned of is^HlegccToM^^^^ 
occurred prior to the effective date of this Agreement 


SECTIONIX: Proradons. 

9.1 Prorations. 

Tne parties hereby agree to prorate any and all income, expense, gain, loss, or other financial 
consequence or other obligation connected with the Non-statutory options being transferred and 
sold hereunder, with such proration to be effective as of the effective date of this Agreement. 


SECTION X: Full and Adequate Consideration. 


10.1 Full Consideration. 

In executing this Agreement, which consummates the transfer and sale of TAT’s interest in the 
Non-statutory options having a stipulated value of FIVE MILLION FOUR HUNDRED 
FIFTY-ONE THOUSAND NINE HUNDRED UNITED STATES DOLLARS (U.S. 
S5, 451, 900.00), the parties expressly do not intend that any gift be made by any party. The 
parties expressly agree that it is their joint and mutual intent that TAT receive tiie full fair market 
value of the Non-statutory options being transferred and sold hereunder in accordance with the 
terms and conditions of this Agreement. The parties hereby mutually agree that should the 
Internal Revenue Service or any other applicable taxing authority or a court of competent 
jurisdiction hold otherwise, the parties expressly reserve the right to either, upon their mutual 
agreement, rescind this Agreement ah initio or adjust the purchase price and the Annuity and 
thereby the Annuity payments hereunder to reflect the ftill fair market value of TAT’s interest in 
the Non-statutory options being transferred and .sold hereunder as such value is determined by the 
interna! Revenue Service or other applicable taxing authority or court, as the case may be. 
Notwithstanding the foregoing, the parties reserve the right to jointly or singly oppose such 
redetennination of the fair market value, if any adjustment to the Annuity payment for the Non- 
statutory options being transferred and sold hereunder shall occur, such adjustment shall 
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that the pany having been overpaid, or conversely the party having made insufficient payments, 
shall pay an annual interest charge of SIX AND EIGHT TENTHS PERCENT (6.8%) on any 
such adjustment, as the case may be. The adjustment, together with the said interest charge, shall 
be paid within ninety (90) days from the due date of the next scheduled Annuity payment 
hereunder pursuant to the payment schedule dates calculated as set forth above. Should the 
parties hereunder choose or agree to rescind this Agreement under this Section; 

a. Such rescission shall be based upon the mistake of fact or law with respect to the 
express intention of the parties as set forth herein; and 

b7 nie'^pam^'h'efehy' agree~fo~fesr6re each otlief, as " much^ as it' iTTeasonahly^ 

practicable to do so, to their exact position as of the effwdive date of this Agreement. 

The parties mutually acknowledge that this might involve the payment of interest to TAT by the 
Obligor to compensate TAT for the use by the Obligor of Annuitant's interest, in the Non- 
statutory options being transferred and sold hereunder from the effective date of this Agreement 
to the date on which the rescission becomes effective. The parties further mutually acknowledge 
that this might involve a calculation and payment to TAT by the Obligor to compensate TAT for 
the receipt by the Obligor of earnings or privileges pertaining to the ownership of the Non- 
statutory options being transferred and sold hereunder, including but not limited to any stock 
rights, stock subscription rights, liquidating dividends, stock dividends, cash dividends, and 
subsequently issued securities. The parties further recognize that it might not be possible to 
exactly restore the parties to their original position should a rescission take place hereunder. 
Should this occur, the parties hereby agree that they will strive to agree to a fair, just, and 
reasonable approach to such restoration. Should the parties be unable to agree to such an 
approach, the parties hereby agree to submit the resolution of the matter to arbitration pursuant to 
the procedure set forth in Section XIII of this Agreement. 


SECTION XI: The Physical and Mental Condition of Sam Wyly on 
whose life the Annuity is based. 

11.1 Condition of Sam Wyly, the individual on whose life (he Annuity is based. 

TAT hereby warrants to the Obligor that Sam Wyly is of average or better physical and mental 
condition for individuals in tire United States of America of the age and gender as Sam Wyly. 
The parties have taken this warranty into account in determining the possible consequences that 
might arise with respect to the anticipated actual life expectancy of Sain Wyly. 
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SECTION XII: Beneficial Owner of the Annuit)'. 

12.1 TAT is a Grantor Trust for United States Income Tax Purposes. 

TAT hereby warrants that it is presently a grantor trust for United States income tax purposes. 


12.2 The Annuity is treated as being held by a natural person. 



treated as the grantor and owner ol the corpi^ and inconie~oF the trust, and Sarh tSryly is the 
individual on whose life the Annuity is based, the parties hereby expressly agree that the private 
annuity will be treated as being held by T.AT as an agent for Sam Wyly, a natural person. 


SECTION XIII: Notices. 


13.1 Notices. 


a. The parties hereby mutually agree that any and all notices or other 
communications required or permitted by this Agreement or by law to be served on or given to 
either party hereto by the other party hereto shall be in writing and shall be deemed to be duly 
serv'ed and given when personally^ delivered to the party to whom it is directed, or in lieu of such 
personal service seven (7) days after it is duly mailed to the party to whom it is directed, 
addressed to the party at the address of such party. 

b. The address of TAT is: 


THE ARLINGTON TRUST 
c/o MeesPierson (Isle of Man) Limited, Trustee 
Pierson House, P.O. Box 156 
1 8-20 North Quay, Douglas IM991NR 
British Isles 

The address of the Obligor is: 

SARNIA INVESTMENTS, LTD. 
c/o MeesPierson (Isle of Man) Limited 
Pierson House, P.O. Box 1 56 
18-20 North Quay, Douglas IM99INR 
British Isles 
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c. Any party may change such p^y's address for the purposes of this Agreement by 
giving written notice of such change to the other party to this Agreement in the manner provided 
in this Section. 


SECTION XIV: Arbitration. 

14.1 Arbitration, 

~TIie pa r ti es agree lliat in Oie e v en t that arty claim or co i i t T pye rs y arising out ui titi s -A - g reein -ent 
cannot be resolved or settled by. the parties or their legal representatives, such claim or 
controversy shall be determined and resolved by arbitration with each party being permitted to 
select one (1) arbitrator and the arbitrators so selected shall within ten (10) days from the date on 
which both such arbitrators have been selected, select a third neutral arbitrator who shall preside 
over the arbitration hearing in accordance with the laws of the Isle of Man that pertain to 
arbitration proceedings. Each Arbitrator so sela:ted hereunder shall participate in the arbitration 
proceeding and shall have one (1) vote each. The parlies hereby agree that judgment upon any 
award or determination by the arbitration proceeding may be entered in any court that has 
jurisdiction thereof. 


SECTION XV: Legal Fees. 

15.1 Attorney’s Fees. 

Tlte parties agree that should any arbitration or litigation be commenced between the parties 
hereto concerning this Agreement, the Non-statutory options being transferred and sold 
hereunder, or the rights and duties of the parties hereunder, the party who prevails in such 
arbitration or litigation, upon final determination thereof, shall be entitled, in addition to such 
other relief that may be granted, to a reasonable sum as and for attorney's fees, cost and 
disbursements. The amount of such attorney's fees, costs and disbursements shall, if permissible, 
be determined by the arbitration proceeding or the judicial proceeding, as tlie case may be; or if 
impermissible then the amount of such attorney's fees, costs and disbursements shall be 
determined in a separate Judicial action that may be brought for the specific purpose of 
determining the amount of such attorney's fees, costs and disbursements that is reasonable and 
permissible hereunder. 
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SECTION XVI: Intent to Comply with All Applicable Laws. 

16.2 Compliance with Applicable Laws. 

The parties hereby mutually agree that it is their intent to fully comply with ail laws that are 
applicable to this Agreement. 




17.1 Non-assignability. 

The parties hereby agree that neither this Agreement nor any interest herein shall be either 
assignable or transferable or capable of being pledged or otherwise encumbered by TAT unless 
the prior written consent of the Obligor is first obtained. Such consent may be withheld for any 
reason, and such consent may be unreasonably withheld. The Obligor may freely invest, 
encumber, assign, sell, set over, and/or transfer its interest in the Non-statutory options being 
transferred hereunder, and/or the proceeds therefrom without obtaining the consent of TAT. 


SECTION XVIII: Annuity Agreement. 

18.1 Private Annuity Agreement. 

The parties hereby agree that this Agreement is intended to constitute and does constitute a 
private annuity agreement, and the parties specifically do not intend that this Agreement 
constitutes a partnership agreement, Joint venture agreement, or any other type of contractual 
arrangement other than a private annuity agreement. 


SECTION XIX; Entire Agreement. 

19.1 Entire Agreement. 

This Agreement contains tiie entire agreement of the parties hereto with respect to the transfer 
and sale of the Non-statutory options set forth in Schedule A hereto. There arc no 
representations, agreements, arrangements, or undertakings, either ora! or witten, between the 
parlies hereto that relate to the subject matter contained herein that have not been fully expressed 
herein. Any such representation, agreement, arrangement, or undertaking that has not been fully 
expressed herein is hereby deemed to be null and void. Notwithstanding anything to the contrary 
set forth herein, the parties hereby agree and acknowledge that it is likely that the they will be 
required to execute other legal instrumentation relating to the transfer and sale of the Non- 
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staraiory options and the issuance of the Annuity as set forth herein. The parties hereby mutually 
agree to cooperate with the execution of any such documentation that may reasonably be required 
to effectuate the transfer and sale of the Non-statutory options being transferred hereunder and 
the issuance of the Annuity as set forth herein. 


SECTION XX: Governing Law. 

-204- — Governing L a- w , 

The parties hereby expressly agree that this Agreement and its interpretation, construction, and 
enforcement shall be governed by the laws of the Isle of Man and the resolution of any dispute 
shall be resolved under the judicial system of the Isle of Man. 


SECTION XXI: Inurement. 

21.1 Inurement. 

The parties hereby agree that this Agreement shall inure to the benefit of, and be binding upon 
the permissible successors and assigns of the parties hereto. 


SECTION XXII: Amendments. 

22.1 Amendments. 

This Agreement may be amended, altered, supplemented, or modified (herein collectively called 
an "amendment"), and any provision hereof waived, but only by a written agreement executed or 
signed by all the parties hereto or by the party to whom such amendment or waiver relates or is 
applicable. If any conflict arises between the provisions of this Agreement and any amendments 
hereto, the most recent provision shall control. 


SECTION XXIII: Effective Date. 

23,1 Effective Date. 

The effective date of this Agreement shall be February 22, 1996. 
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SECTION XXIV: Additional Annuities are Barred to the Obligor, 

Except as Otherwise Provided for herein. 

24.1 No Additional Annuities Shall be Issued or Assumed by the Obligor, Except as 
Otherwise Provided for herein. 

The Obligor hereby expressly agrees and consents to neither issue nor assume any annuity 
obligation whatsoever during the duration of the annuity issued hereunder. 


IN WITNESS WHEREOF, the parties to this Agreement do hereby execute this Agreement on 
tlie date set fortli below. 


THE ARLINGTON TRUST: 

TSEXX 

By: fyrh'fy-P 

&/. fiCfiKCK iv£S£ - StC££77^y 

For md on Behalf of 
MeeaPienoD <lale of Mao) UmilDd 



SARMA.iiyESTMENTS, LTD. 


Bv: 


/ c-jfluA - CiC£asZ 

A-' Sn&ufhii'' - pj£sa&i. 
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SCHEDULE "A" 


Plan 

Options 

Issuing Company 

Biack ScbolM 
VaiuatjpB 

Total Value 

AnnuiU’ Value 

92 Non Stat 

130,000 

Sterling Software, ]nc. 

36J46 

5,451.900 

5.451,900 


To{»l Annijiil ValBcr 
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AMP-NDN^ENT to 

NON-ST ATXrrORY STOCK OPTION AGREEMENT 

THIS AMENDMENT, made and entered into as of the^^^ay of ))eCCM_h^ L995, 
between Sterling Software, Inc,, a Delaware corporation (the “Company”), Sam Wyiy, an 
individual (the “Participant"); and MeesPierson (Isle ofMan) Limited, Trustee of The Arlington 
Trust, a trust created under the laws of the Isle ofMan (“Transferee”). 


WITNESSETH: 


WHEREAS, the Company and Participant have entered into that certain Non-Statutory 

which the Participant was granted an option to purchase 400,000 shares of Common Stock of the 
Company at an exercise price of S29.00 per share (the “Option”); and 


WHEREAS, Participant has transferred and does hereby transfer his right to purchase 
150,000 shares of Common Stock of the Company under the Option Agreement to Transferee; 
and 


WHEREAS, it is necessary and desirable to amend the Option Agreement to reflect such 
transfer. 


NOW, THEREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows: 

1 . The Participant hereby transfers and gifts his rights, title and interest under and to 
the Option Agreement to Transferee effective as of the date set forth above. 

2. The initial paragraph of the Option Agreement is hereby amended in its entirety to 
read as follows; 

This Amended Non-Statutory Stock Option Agreement (the “Agreement’") is 
entered into by and between Steriing Software, Inc., a Delaware corporation (the 
“Company”), and MeesPierson (Isle ofMan) Limited, a corporation organized in the Isle 
ofMan, British Isles, acting as Trustee of the The Arlington Trust, a trust created under 
the laws of the Isle ofMan (“Optionee”); the Optionee is the transferee from Sam Wyly of 
the option to purchase shares of the Company’s common stock granted pursuant to the 
Non-Statutory Stock Option Agreement dated November 23, 1994, between the 
Company and Sam Wyly. The Company and Optionee agree as follows: 

3. At every place where the Option Agreement uses the term “Participant”, that term 
shall be replaced Mth the term “Optionee”. 

4. There being no further additions, deletions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally written. 


Permanent Subcommittee on Investigations 
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EXECUTED as of the day and year first aiww written. 

STERLING SOFTWAitE, INC. 
By; 



PARTICIPANT 




Sam Wyly 



useainlS.doB 


TRANSFEREE 

MEESPIERSON (ISLE OF MAN) LIMITED, 
Trustee of The ArUngton Trust 

By: 

-Cbt leCECXorn. 
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AMENDMENT TO 

NON-STATirrORY STOCK OPTION AGREEMENT 

THIS AMENDMENT, made and entered into as erf the c$i day of 1995, 

between Sterling Software, Inc., a Delaware corporation (the “Compan/’); Sam Wyly, an 
individual (the “Participant”); and Aundyr Trust Conii»i^ limited, Trustee of The Cra 2 y Horse 
Trust, a trust created under the laws of the Isle of Ivfan (‘transferee”). 

WITNESSETH; 


WHEREAS, the Company and Participant have altered into that certain Non-Statutory 


' which ftte PariicipanTwas granted ah option to purchase 400^0 shares ofCorrtmdh Stockofthe 
Company at an exercise price of $29.00 per shaa^ (the “Option”); and 


WHEREAS, Participant has transferred and does her^y transfer his right to purchase 
400,000 shares of Common Stock of the Company under the Option Agreement to Transferee; 
and 


WHEREAS, it is necessary and desirable to amend the Option Agreement to reflect such 
transfer. 


NOW, TIffiREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows; 

1 . The Participant hereby transfers and g?fts his rights, title and interest under and to 
the Option Agre<»nent to Transferee effective as of the date set forth above. 


2. The initial paragraph of the Option Agreement is hereby amended in its entirety to 
read as follows: 



f Stodc OpUo 


TWs Amended Non-Stalulory Stodc Option Agreement (the “A^eement”) is 
entered into by and betv^gi^^er^in;g ^^^^gjjvare, Inc., a Delaware corporation (the 
"Company”), and Aundy^irnitecf a corporation orgjmized in the Isle of Man, British 
Isles, acting as Trustee oi^e The Crazy Horse Trust, a trust created under the laws of the 
Isle of Man (“Optionee”); the Optionee is the transferee from Sam Wyly of the option, to 
purchase shares of the Company’s common stock granted pursuant to the Non-Statutory 
Stock Option Agreement dated NovOTiber 23, 1994, between the Company and Sam 
Wyly, The Company and Optionee agree as follows: 

3. At every place where the Option Agrewnent uses the term ‘'Participant”, that term 
shall be replaced with the lerro "Optionee”. 


4. There being no further additions, deletions, rnodificatioas or amendments thereto, 
the Option Agreement shall otherwise remain in foil force and effect as ori&nally written, 


Permanent Subcommittee on Investigations 
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EXECUTED as of the day and year first above writtoi. 


STERLING SOFTWARE, INC, 



J,^annette Meier, 
ecutivc Vice President 


PARTICffANT - 




SamWyly (£) 


TRANSFEREE 

AUNDYR TRUST COMPANY LIMITED, Trastee 
of The Qmy Horse Trust 



By; 

jtj. to.sr.o&ZTp. 
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NON-STATUTORY STOCK OPTION AGREEMENT 

THIS AMENDMENT, made and entered into as ofthe dayof . 1995. 

between Sterling Software, liw., a Ddaware corporation (the *^ompan30; Charles J. WyJy, Jr. an 
individual (the “Participant”); and Lome House Trust Unuted, Trustee of The Woody 
International Trust, a trust created under the taws of the Ule of Man (“Transferee”), 

WITNESSETH: 

WHEHEASfThe Company and^rti^pant >»ve^«ed4ato thttoertainTten-Stattilory-— — ^ - 

Stock Option Agreement dat^ as of November 23, 1994 (the “Option Agr«n«nt*’), pursuant to 
which the Participant was granted «i option to purchase 4W),000 shar^ of Conunon Stock of the 
Company at an exercise price of S29.00 per share (the “Option”); and 

WHEREAS, Participant has transferred and does herdiy transfer his right to purchase 
300,000 shares of Common Stock of the Company under the Option Agreement to Transf®-ee; 
and 


WHEREAS, it is necessary and desirable to amend the Option Agreement to reflect such 
transfer. 

NOW, THEREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows. 

1 . The Participant hereby transfers and gifts his rights, title and interest under and to 
the Option Agreement to T ransferee effective as of the date set forth above. 

2. The inhial paragraph of the Option Agreement is hereby amended in its entirety to 
read as follows. 

This Amended Non-Staiutory Stock Option Agreement (the “Agreement”) is 
entered into by and between Sterling Software, Inc., a Drfaware corporation (the 
“Company”), and Lome House Linuted, a corporation organized in the Isle of Man, 

British Isles, acting as Trustee of The Woody Imemational Trust, a trust created under the 
laws of the Isle of Man (“Optionee”); the Optionee is the transferee flrom Charles J. Wyty» 
Jr. of the option to purchase shares of the Company’s common stock granted pursuant to 
the Non-Statutoiy Stock Option Agreement dated November 23, 1994 between the 
Company and Charles i. W^y, Jr. The Company and Optionee agree as follows: 

3 . At every place where the Option Agr»ment uses the tenn “Participant”, that term 
shall be replaced with the term "Optionee”. 

4. There being no further additions, deletions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effea as originally wntten. 


Permanept Subcommittee on lovestigations 
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HXECUl'BD as of the day and year first above written. 

STERLING SOFTWARE, INC. 



^annette Meier, 
Bxecuiive Vice President 


PAP-TI C rpANT 


T W«l., Ir ' ' f 


CharlcsJ. Wyly, Jr. 


TRANSFKREE: 

LOUNl; HOUSE TRUST LIMITED, 
of The Woody International Tmst 


njBtee 


By: 

Its. 


I 
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SECQfiO AMBMPMSMUa 

BMFLOYEK S T OCat CgTlON ACaPJgtffiOT 


THIS AMBNMiJENT, made and entered into aa of 2&d day of Febraaty, 199S, 
between bfichadt Scoiea, Ina, a Setiware ooipoitdon (the "Compar^; MeesKenon Ciile of 
Man) limited, Trustee of The Maroon Creek Treat, atm* eteated under Ae lawi of fte IMe tH 
Mas (^nMaftref); and Qui^ Ltd., aa Me ofMia corporation (^taiiaftree*). 


WITNESSETH; 


WHEREAS, the Coa^Hiny and Tranaferor have entered into the Emptoyee Stock Option 


Ae Ofisliial optSnee (tSe“*Optioa Apeementa*'), rHating fol^fiOffltO^ircluise tSsiSBfiBef oT 
Common Stook of the Company at lueh'exetmsa prices par aharee la are set forA in Schedule A 
(Aa "Optiona''); and 


WHEREAS, Tranaferor has transTerred kg ri^ts under Ae Option Agrcementa to 
Tnnsferee; and 

WHEREAS, it U necessary to amend Ae Option Agreemetits to rellea such tnnsAr. 

NOW, TMEREFORE, for and in eontideration of the prcmisas; covenants and oonAtions 
comalncd herein, the parties hereto agree aa foUowa: ^ 

1. The initiil paragraph of each of Ae OpilOB Agreement is hertiry amended in its 
entirety to read aa ADowa; 

This Amended Stook Option Agreement (the “Agreement") is entered Into 
by and bacween Miehaals Stores, Inc., a Delaware corporation (the “Company"), , 
and Quayle, Ltd., an Isle of Man corporation (‘OptionarX Opdonaa fedng the 
irantftfte from The Maroon Creek Trust of Ae ojtopn to porchase share* of the 
Company's common noek set forA A Schedule A to the Second Amcndoiem to 
Employee Stock Option Agrnenenc dated u of Ae 22iid day of Eebtuaiy, 1996 
whlA option was panted to Charies S. Wyiy. Jr. The Company and C^tionea 
agree aa follows: 


2. There being no fiiiAer addhionl, deletions, modificstions or uncnAnents Aereto, 
Ae Option Apeement shall otherwise remein in foil force and effect as oKsitially written 


Permanent Snbcenimittee on Investlpations 

EXfflBIT#66-FN672 


MSNY 015790 




3554 


SXECUneB u of te dite and year fint diove writtoi, 

MlClWEtSSroitES,l!iC. 



TRANSFeROR. 


MEESPIERSON (ISLE OF MAN) UMTIH*, 
TnjttM of Ha MD!Siail.Oedc Trust 



Its; TPlfilCJOIV 


secfierwy 


transfbbeb 


QOAYIE. 


tji^ 


By P. VJAIJ iS, 

l) igec.Te>R. 


S 106 H/N . 

ticecToRs 
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scmunftiA 


PLAN’ 

OPTIONS 

PRICE 

Bimxnvn 

nNo&Stxt 

300,000 

*17,00 

osnvoo 

92NcinStU 

50,000 

* 17.00 

<mg/oo 


TOTAL p.ea 
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AMENDMENT TO 

NON-ST ATUTORY STOCK OPTION AGREEMENT 

THIS AMENDMENT, made and entered into as of the 2!^^ day of VerpmUtj/^. 1 995, 
between Michaels Stores. Inc., a Delaware corporation (the “Company”); Charles J. Wyly, Jr., an 
individual (the “Participant"); and MeesPierson (Isle of Man) Limited, Trustee of The Maroon 
Creek Trust, a trust created under the laws of the Isle of Man (“Transferee”), 

WITNES SETH: 

WHEREAST tfie Company and.ParticipaDt.haveentere<Linto..thaLcertaiivNoii.Sl atutoiy 
Stock Option Agreement dated as of the 19th day of August, 1992 (the "Option Agreement”), 
pursuant to which the Participant was granted an option to purchase 300,000 shares of Common 
Stock of the Company at an exercise price of $20,625 per share which price has been reduced to 
$17.00 pursuant to the attached amendments dated September 28, 1995 (the “Option”); and 

WHEREAS. Participant has transferred and does hereby transfer his rights under the 
Option Agreement to Transferee; and 

WHEREAS, it is necessary and desirable to amend the Option Agreement to reflect such 
transfer. 

NOW, THEREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows: 

1 . The Participant hereby transfers and gifts his rights, title and interest under and to 
the Option Agreement to Transferee effective as of the date set forth above. 

2. The initial paragraph of the Option Agreement is hereby amended in its entirety to 
read as follows: 

This Amended Non-Statutory Stock Option Agreement (the “Agreement”) is 
entered into by and between Michaels Stores, Inc., a Delaware corporation (the 
“Company”), and Lome House Limited, a corporation organized in the Isle of Man, 
British Isles, acting as Trustee of the The Maroon Creek Trust, a trust created under the 
laws of the Isle of Man (“Optionee"); the Optionee is the transferee from Charles J. Wyly, 
Jr. of the option to purchase shares of the Company’s common stock granted pursuant to 
the Non-Statutory Stock Option Agreement dated August 19. 1992, between the 
Company and Charles J. Wyly, Jr. The Company and Optionee agree as follows: 

3 . At every place where the Option Agreement uses the term “Participant”, that term 
shall be replaced with the term “Optionee”. 

4. There being no further additions, deletions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally written. 
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EXECUTED as of the day and year first above written. 

MICHAELS STORES, INC. 



Charles J. Wyly, Jr. 


tmenfiinLdoc 


TRANSFEREE 

MEESPIERSON (ISLE OF MAN) LIMITED, 
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EMPLOYEE STOCK OPTION AGREEMENT 


THIS AMENDMENT, made and entered into as of the 22nd day of February, 1996, 
between Michaels Stores, Inc., a Delaware corporation (the “Company”); Lome House Trust 
Limited, Trustee of The Woody International Trust, a trust created under the laws of the Isle of 
Man (“Transferor”); and Soulieana Limited Ltd., an Isle of Man corporation (“Transferee"). 

WITNES SETH: 


WHEREAS, the Company and Transferor have entered into the Employee Stock Option 
Agreements set forth on Schedule A hereto including an amendment to substitute Transferor for 
the original optionee (the “Option Agreements”), relating to options to purchase that number of 
Common Stock of the Company, at such exercise prices per shares as are set forth in Schedule A 
(the “Options"); and 

WHEREAS, Transferor has transferred its rights under the Option Agreements to 
Transferee; and > 

WHEREAS, it is necessary to amend the Option Agreements to reflect such transfer. 

NOW, THEREFORE, for and in consideration of the promises; covenants and conditions 
contained herein, the parties hereto agree as follows: 

1 . The initial paragraph of each of the Option Agreements is hereby amended in its 
entirety to read as follows: 

This Amended Stock Option Agreement (the “Agreement”) is entered into 
by and between Michaels Stores, Inc., a Delaware corporation (the “Company”), 
and Soulieana Limited, an Isle of Man corporation (“Optionee”), Optionee being 
the transferee from The Woody International Trust of the option to purchase 
shares of the Company's common stock set forth in Schedule A to the Second 
Amendment to Employee Stock Option Agreement dated as of the 22nd day of 
February, 1996 which option was granted to Charles J. Wyly, It.. The Company 
and Optionee agree as follows: 

2. There being no further additions, deletions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally written. 
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EXECUTED as of the date and year first above written. 


MICHAELS STORES. INC. 


By: 

Its: 




TRANSFEROR 



ch)i5unet.<loe 


MSNV 01^ 
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SCHEDULE A 


PLAN 

OPTIONS 

PRICP 

EXPIRATION 

92 Non Stat 

50,000 

S17.00 

08/28/00 

94 Non Stat 

50,000 

$17.00 

08/28/00 


MSNY 015809 



3561 


AMENDMENT TO 

NON-STATUTORY STOCK OPTION AGREEMENT 

THIS AMENDMENT, made and entered into as of the So*^ day of Doro,.. vryn 1995, 
between Michaels Stores, Inc., a Delaware corporation (the “Company”); Charles J. Wyly. Jr., an 
individual (the “Participant”); and Lome House Trust Limited, Trustee of The Woody 
International Trust, a trust created under the laws of the Isle of Man (“Transferee”). 

WITNESSETH: 

WHEREAS, the Co mpany a nd , P articipa nt h a ve ente re d into l h at cert ain j^en-Statutoiv — 

-Stoefc-Optton-Agreement-dated'fsufAngust 1, 1994 (the “OptiorrAgre'ement")7 pursuant to 
which the Participant was grants an option to purchase 50,000 shares of Common Stock of the 
Company at an exercise price of $30.75 per share which price has been reduced to $17.00 
pursuant to the attached amendments dated September 28, 1995 (the “Option"); and 

WHEREAS, Participant has transferred and does hereby transfer his rights under the 
Option Agreement to Transferee; and 

WHEREAS, it is necessary and desirable to ameAd the Option Agreement to reflect such 
transfer. 

NOW. THEREFORE, for and in consideration of the protnises, covenants and conditions 
contained herein, the parties hereto agree as follows: 

1. The Participant hereby transfers and gifts his rights, title and interest under and to 
the Option Agreement to Transferee effective as of the date set forth above. 

2. The initial paragraph of the Option Agreement is hereby amended in its entirety to 
read as follows: 

This Amended Non-Statutory Stock Option Agreement (the “Agreement”) is 
entered into by and between Michaels Stores, Inc., a Delaware corporation (the 
“Company"), and Lome House Limited, a corporation orgaruzed in the Isle of Man, 

British Isles, acting as Trustee of the The Maroon Creek Trust, a trust created under the 
laws of the Isle of Man (“Optionee"); the Optionee is the transferee from Charles J. Wyly, 
Jr. of the option to purchase shares of the Company’s common stock granted pursuant to 
the Non-Statutory Stock Option Agreement dated August 1, 1994, between the Company 
and Charles J. Wyly, Jr.. The Company and Optionee agree as follows: 

3 . At every place where the Option Agreement uses the term “Participant”, that term 
shall be replaced with the term “Optionee”. 

4. There being no further additions, deletions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally written. 
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EXECUTED as of the day and year first above writtcn. 


MICHAELS STORES, INC. 
By: 

"PTOmCIPANT 

Charles J. Wyly, Jr. ^ 



TRANSFEREE 

LORNE HOUSE TRUST LIMITED, ! 
Trustee of The Woody International Tjbsi 


By: 


A. 




Its: 


M»1Y 015811 
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AMENPM£NIJQ 

NON-STATUTORY stock OPnOtLAOBEEMiMI 

THIS AMENDMENT, made and entered into as of the So** day of 1995, 

between Michaels Stores, Inc., a Delaware corporation (the “Company”); Charles I. Wyly, Ir., an 
individual (the “Participant”); and Lome House Trust Umite4 Trustee of The Woody 
International Trust, a trust created under the laws of the Isle of Man C'Transferee"). 

WITNESSETH. 

WHEREAS, the Company and Participant have entered into that certain Non-StaWtory 
Stock Option Agreement dated as of the 23rd of April, 1993 (the “Option Agreement”), pursuant 
to which the Participant was granted an option to purchase 50,000 shares of Common Stock of 
the Company at an exercise price of $27, 875 per share which price has been reduced to $17.00 
pursuant to the attached amendments dated September 28, 1995 (the “Option”); and 

WTIEREAS, Participant has transferred and does hereby transfer his rights unrier the 
Option Agreement to Transferee; and 

WHEREAS, it is necessary and desuable to amend the Option Agreement to reSect such 
transfer. 

NOW, THEREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows: 

I The Participant hereby transfers and gills his tights, title and interest under and to 
the Option Agreement to Transferee effective as of the date set forth sbove. 

2. The initial paragraph of the Option Agreement is hereby amended in its entirety to 
read as follows: 

This Amended Non-Statutory Stock Option Agreement (the “Agreement”) is 
entered into by and between Kfichaels Stores, Inc., a Delaware corporation (the 
“Compai^’), and Lome House Limited, a corporation organized in the Isle of Man, 

British Isles, acting as Trustee of the The Woody International Trust, a trust created under 
the laws of the Isle of Man (“Optionee’’); the Optionee is the transferee from Charles J. 

Wyly, Ir. of the option to purchase shares of the Company's common stock granted 
pursuant to the Non-Siatuioiy Stock Option Agreement dated the 23rd day of April, 

1993, bet we e n th e Cempany-aod-Chorles I.'Wyty. Ir, ^h« Compa ny a nd O ptionee a g ree 

as (buows: 

3. At every place where the Option Agreement uses the term “Participant", that term 
shall be rqslaced with the term “Optionee”. 
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4. There being no further additions, deieticms, im»dificatlons or amendments therwo, 
the Option Agreement shall otherwise remain in fuH force and effect as originally written. 

EXECUTED as of the day and year first above written. 


MICHAELS STORES, INC. 
By: 


PARTICIPANT 




TRANSFEREE 


LORNE HOUSE TRUST LIMITED, 
of The Woody International Trust ! 


a 


By: 





Its: 


*rReT»4tfA.dE>c 
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AMBNDMENTTO 

NON-STATUTORY STOCK OPTION AGREEMSMT.^ 

THIS AMENDMENT, made and entered into as of the davof jJl 1995. 
between ^Cdiads Stores, Inc,, a Delaware corporation (the “Company’^; Stim Wyly, an 
individual (the “Panieipant"); and Lomt Houie Trutt Linutad, Titittw ofTIi* Taiulali 
International Tnist, a tmst created under the laws of the Isle of Man (“Transferee”). 

WITNESSETH; 


WHEREAS, the Company and Participant have entered into that certain Non-Statutoiy 
Stock Option Agreement datrf as of April 1 8, 1994 (the “Option Agreement"), pursuant to which 
the Participant was granted an option to purchase 100,000 shares of Common Stock of the 
Company at an exerciie price of $39 J5 per share which jmee has been reduced to $17.00 
pursufflit to the attached amendments dated September 28, 1995 (the “Option”); and 

WHEREAS, Participant has transferred and does hereby transfer his rights under the 
Option Agreement to Transferee; and 

WHEREAS, it is necessary and desirable to amend the Option Agreement to reflect such 

transfer. 

HOW, THEREFORE, for and in consideration of the promises, covenants and conditions 
contained herein, the parties hereto agree as follows: 

1 . The Participant hereby transfers and glfls his tights, title and interest under and to 
the Option Agreement to Transferee eflective as of the date set forth above. 

2. The initial paragraph of the Option Agreemeirt is hereby amended in its entirety to 
read as follows: 

This Amended Non-Statutoiy Stock Option Agreement (the “Agreement”) is 
entered into by and between Michaels Stores, Inc., a Delaware corporation (the 
"Company”), and Lome House Limited, a corporation organized in the Isle of Man, 

British Isles, acting as Trustee of the The Talluiah International Trust, a trust created 
under the laws of the Isle of Man (“Optionee”); the Optionee is the transferee flom Sam 
Wyiy of the option to purchase shares of the Compeny’s common stock granted pursuant 
to the Non-Statutory Stock Option Agreement dated April 1 8, 1 994, between the 
Company and Sam Wyly. The Company and Optionee egree as follosvs: 

3 . At every place where the Optbn Agreement uses the term “Participant”, that twm 
shall be replaced with the term “Optionee”. 

4 . There bwng no further additions, deletions, modifleations or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally written. 
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EXECUTED aj of the day and year tot above written. 


MICHAELS STORES, INC, 



TRANSFEREE 


LORNE HOUSE TRUST LaflTBD, Trastee 
of The TebuUh Intenurional Tmn 
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A M ENOM ENTTO 

NQN^STATUTORY STOCK OPTION ACRE 

THIS AMENDMENT, nmde tnd entered into u oftim OslD day of ^ 
between Kflchaeta Stoi^, Inc., a Delaware coiporadoni {the “Company*^; t£ 


, 1995, 


iilahLtd., eTexas 

limited partneriMp aa assignee from Sam Wyly, an individual (the “Pa^ii^'); and Lome 
House Tout Umitid, TiustM c^'nu» TalkkJi Intemaiiona) Tnist, a txvst oreatad under the iawt 
of the Isle ofMan CTransferw”). 


WITNESSETH: 


WHEREAS, Company and Participant have entered into thtt certain N<n>>Statutory 
Stock Option Agre«nent dat^ as of August 19, 1992 (the ‘^Option Agreement”). purstnaU m 
which the Paitidpeat was granted an option to purchase 600.000 shares of Common Stock of the 
Company at ao exerciae price of Kt0.62S per a^e T^ch pr^ has bean reduced to 
pursuam to the attadml Mtendments dat^ September 28, 199S (the ^ 

WHEREAS, Partidpam hu tranaferred Ms rights under the Optksn A g reem en t to Tallulah 
Limited whiMi de^s to and does hereby transfer h to Tnnaforee; and 

WHEREAS, it U necessary and desirable to amend tlw Option Agreemem to reflect such 
transfer. 

NOW, THEREFORE. ^ and in consideradon of the promises, covenants snd conditions 
combed herein, the patties hereto agree as felbws; 

1. The Pardcipaitt hereby transfers and ^its Us rights, title and interest imder and to 
the Opticm Agreement to Transferee effective as of the date set forth above. 

2, The initial paragraph of die Option Agreement is hereby amended in Its entirety to 
read as fellows: 




This Amended Non^tatutoty Stock Option Agreement (the “Agre^ent**) is 
entered imo by and between Michads StcMes, Ine., a Delaware corporation (the 
“Company'’), and Lome House Limited, a corporation organized in the Isle of Man, 
British Isles, acting as Trustee of fee The Taliuhfe Intemationai Trust, a trust created_r 
under the laws of the Isle of Man (“Opticmee”); the Optionee is the transferee fromjjSei^ 






iTalXuHah 


as preaeces! 
in interest to 

TnUiiIflh L 


^7 ;v^of the option to purchase sb^s of the Compao/s common stock granted pursuant 
to fee Non-Staiwary Stock Option Agreement da^ August 19, 1992, between the 
^ompany and Sam W>i 3 y The Company and Optionee agree as follows; 

3. At every place where fee C^uoo Agreement uses the term “Participant”, that term 




be replaced with the term “Optionee”. 
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4. Then b«ng no flinher ed<Stk)tu, deletioni, modtfictlioss or emnrdments tber^ 
the Option Agreenjent shall othenvise remain in fiiU force and efftm as origjnally written. 

EXECUTED as of the day and year first ^Xfve writttn. 


MICHAELS STORES, INC. 

By: 


Vice president 
PARTICIPANT 





TRANSFEREE 

LORNE HOUSE TRUST UMTIED, Tniatee 
of The Tanulab Intenaiional Trust 


By: 

Its. 

IWUlUtB UID. 
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jUi/iz tta oi4-»o» 


. £>Ul.''-‘OCA 


\ 



THTS AMENDMENT, made and entered into as of the 7tli day of March, 1996. between 
Sterling Commerce, fac., a Ddaware corporanon (the “Company”); Aundyr Trust Company 
Umited, Trustee of The Cra 2 y Horse Trust, a trust created under the laws of the fsie of Man 
(^Trans fei- O f ”); and - Mob e rly Limit e d ,- an I s l e of Man c o r po ration (“Tran s feree”) , 

WITNESSETH; 

WHERBAS, the Company and Transferor have entered into an Amendment to Stock 
Option Agr e ement of even date herewith to substitute Transferor for the original optionee under a 
Slock Option Asieement dated February 12, 1996 (the “Option Agrc«n:ientfO» relating to options 
to purdiase 3.000,000 shares of Common Stock of the Company at the exercise price per share 
sat ferth in the Opdon Agro«n^t; and 

whereas. Transferor has transferred its rights und^ the Option Agreanent to 
Transfers; and 

WHEREAS, it is neccssajy to amend the Option Agreement to reflect such transfer. 

NOW. THEREFORE, for and in consideration of the promises; covenants and oorwiittons 
contained herein, the parties hereto agree as follows: 

1 , The Option Agreement is hereby unended in such secdons as may be necessary to 
reflect the subsdturion of Transferee as the “Optionee” under the Option Agreement; 

2 . There being no fiirtbcr additions, ddetions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally written. 

EXECUTED as of the date and year first above written. 


STERLING COMMERCE, INC. 
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atBhwx.ifcw 


'tj:uxx>£‘k 


IBm r-ixSUK 




TRANSKEROp. 

AUMJVR TRUST COMPANY TTMTIED, Ttnscee 
of Tb« Ceb^ Hbtw TtUBt 

Sr. 

&>; 

TRANSEEREE 
MOSEKLY UMIIKD 

By: Q'—i. i—^ 6^^ 

BK Tmat^CTig- 
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SECOND AMENDMENT TO 
STOCK OPTION AGREEMENT 


THIS AMENDMENT, made and entered into as of the 7th day of March, 1 996 between 
Sterling Commerce, Ino., a Delaware corporation (the “Company"); Lome House Trust 
Limited, Trustee of the Woody International Trust, a trust created under the laws of the 
Isle of Man (“Transferor”); and Elysium Limited, an Isle of Man corporation 
("Transferee”). 


WITNESSETH: 


WHEREAS, the Company and Transferor have entered into an Amendment to Stock 
Option Agreement of even date herewith to substitute Transferor for the original optionee 
under a Stock Option Agreement dated Febraary 12,1996 (the “Option Agreement”), 
relating to options to purchase 1 ,600,000 shares of Common Stock of the Company at the 
exercise price per share set forth in the Option Agreement; and 

WHEREAS, Transferor has transfened its right under the Option Agreement to 
Transferee; and 

WHEREAS, it is necessary to amend the Option Agreement to reflect such transfer. 

NOW, THEREFORE, for and in consideration of the promises; covenants and conditions 
contained herein, the parties hereto agree as follows; 

1 . The Option Agreement is hereby amended in such sections as may be necessary to 
reflect the substitution of Transferee as the “Optionee” under the Option Agreement; 

2. There being no fiulher additions, deletions, modifications or amendments thereto, 
the Option Agreement shall otherwise remain in full force and effect as originally written. 


Executed as of the date and year first above written 


Sterling Commerce, Inc 


By; 

Its; 
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Transferor 

Lome House Trust Limited, Trustee 



Transferee 
Elysium Limited 
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Loi« Of Tax DediictN>na 
Wyly*# f or^gn Trust* 


Grant 

ExsK^a 

Shares 

FMV 

^8on Price 

PfOfit/sttf 

ProfH 

AnUum Ltd. 







06/19/1992 

08/28^000 

60,000 

10.4403 

845 

4.1903 

251,416 

08/29/1995 

07/25/1997 

15,000 

10.75 

6.25 

44 

67.500 

06/29/19^ 

08/29/1997 

15.000 

12.4376 

6.25 

6.1875 

92.813 



90.000 


Total 

411.731 

Devotion Lid. 






12/23/1896 

02^6/1997 

1,500.000 

7.375 

545 

2.125 

3.187.500 

Dor^und LM. 






09/19/1991 

08/01/1997 

30,000 

10.7292 

5.625 

5.1042 

153,126 

0a07/1997 

0007/1997 

10,000 

10.76 

5.625 

5.12S 

51450 

11/27/1991 

08/07/1887 

20,000 

10.75 

646 

4.5 

60,000 

04/23/1993 

01/12/2000 

20,000 

1SJ18S 

645 

9.5695 

191,390 

04/18/1994 

08/23/2000 

60.000 

23.875 

645 

17.625 

1,057.500 

08/01/1994 

01/11/2000 

42,000 

15.7232 

6.2S 

9.4732 

397,874 

08^1/1994 

01/12/2000 

18,000 

15.6195 

645 

9.5695 

172451 

08/29/1995 

0m2/2000 

16,000 

15.8195 

6.25 

9.5695 

153.112 

08/29/19% 

01/13/2000 

24,000 

16 

6.25 

9.75 

234.000 

08^9/1995 

01/14/2000 

8,000 

15.5375 

6.25 

94875 

55.725 

08/29/1995 

01/16/2000 

6,400 

15.3542 

8.25 

9.1042 

49.163 

08/29/1995 

01/18/2000 

22,600 

15.0905 

6.25 

8.8405 

201,563 

08/29/1895 

01/21/2000 

1.200 

16 

6.26 

8.75 

10400 

oa/28/i%s 

02/03/^)00 

7.200 

15 

8.25 

8.78 

63.000 

08/29/1995 

02/04^000 

1,200 

15.0313 

6.25 

6.^13 

10,538 

06/29/1995 

02/07/2000 

1.600 

15 

645 

B.7S 

15.750 

08/29/1995 

04/26/2000 

2,400 

21.25 

645 

15 

36,000 

08/29/1995 

08/23/2000 

52.000 

23.875 

6.25 

17.825 

916.500 



340,000 




3,859.242 

Eieganee Limited 






12/23/1996 

02/28/1997 

1,333.334 

7.375 

5.25 

2.125 

2.833.335 

Qreetdjrier Lln^ted 






12/^1996 

02/28/1997 

600.000 

7.375 

6.25 

2.125 

1,275.000 

Queyta Limited 






08/16/1992 

08^13/2000 

600,000 

23.875 

6.25 

17.625 


04/18/1994 

08/23/2000 _ 

100.000 

23J75 

8.25 

17.625 

1.762.500 


i. 

700,000 




12,337.500 

Ssmla Investment Limited 







02/28/1997 

566.668 

7475 

6.25 

2.125 

1,204,165 

Soulleans Limited 






04/23/1963 

06/23/2000 

100.000 

23.875 ■ 

6.25 

• 17.625 

1.762,600 

08/01/1994 

08/23/2000_ 

100,000 

23.875 

6.25 

17.625 

1,762.500 



200.000 




3.525.000 

YuipsFaf Limited 






08/19/1992 

01/11/2000 

308,000 

15.7232 

6.25 

8.4732 

2,917,746 

08/19/1992 

01/12/2000 

396.000 

15.8195 

6.25 

9.5695 


08/19/1992 

01/13^000 

178,000 

16 

6.25 

9.75 


08/19/1992 

01/14/2000 

44,000 

15.5375 

645 

9.2675 

408,650 

08/19/1992 

01/16/^)00 

39,600 

15.3542 

645 

9.1042 

360,526 

08/18/1992 

01/19/2000 

167,200 

15.0905 

6.25 

8.8405 


08/1S/1992 

01/21/2000 

6,800 

16 

645 

6.75 


08/19/1992 

02/03/2000 

62,800 

IS 

6.25 

8.75 


08/19/1992 

02/04/2000 

7,600 

15.0313 

6.25 

8.7813 


04/23/1993 

02/34/2000 

1,200 

15.0313 

645 

8.7813 

10.538 



13,200 

15 

646 

8.75 


04/23/1993 

04/26/2000 

17,800 

2145 

6.26 

15 

264.000 

04/23/1993 

08/23/2000 

168,000 

23.875 

6.25 

17.825 


04/16/1994 

08/23/2000 

200,000 

23.875 

6.25 

17.625 

3.525,000 

08A}1/1994 

08/23/2000 

200.000 

23.875 

6.2$ 

17.825 

3.625.000 



1,800.000 




21.677.351 


T«Mi al teraign ftvat«-o«ow 

50.310,824 

UniM atot* and M Iw i«« 

20,124,329 

oraolLnM 
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February 22, 1996 

The Tallulah International Trust 
c/o Lome House Trust Limited, Trustee 
Castletown, Isle of Man 
British Isles 


Dear The Tallulah International Trust: 

You have requested the law firm of Chatzky and Associates, A Law Corporation to review 
and comment on the proposed sale of compensatory “Nonqualified Options* herein defined 
and identified in Schedule A, In exchange for a private annuity, with such sale to occur during 
the 1996 taxable year for United States income tax purposes and United States income 
withholding tax purposes. 

Before we provide you with our analysis of these issues we wish to make you aware that this 
memorandum is merely an expression of our learned views with respea to these issues. Our 
opinion does not command any legal authority and may be rejected by a government ofitctal, 
agency, private party, or anyone else. Thus, this memorandum«has no binding authority or 
official status of any kind, type, or character. We cannot assure you or anyone eUc that the 
opinions and asnclusions contained in this opinion letter will be sustained by the Internal 
Revenue Service, any court of law, or anyone else. Our opinions represent our views on these 
issues, but they do not reprcsMit our guarantee that they will be followed or accepted by 
anyone else, and we expressly disclaim any responsibility or liability in the event our views 
are not followed or accepted. 

In addition, this memorandum does not cover or address any Issues not e.xprc$sly covered 
herein. This memorandum is strictly limited to our interpretation of the United States federal 
income tax consequences that are likely to arise as a result of the proposed transaaion 
described herelnbelow. 
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This memorandum is based on the ssmis of the pertinent United States tax laws as of the date 
in which this memorandum is written. The tax law changes very rapidly, and should there he 
any change in the applicable law or the facts and circumstaoces relating to the events described 
herein, the opinions espressed herein would necessarily recpiire a reevaluation in the light of 
such changes. Additionally, pending legislation presently exists that if enKted might impaa 
the proposed transaction and the tax consequences pertaining thereto. 

There is no assurance that the Internal Revenue Service or anyone else will not raise issues that 
have not been addressed herein. 


For the sake of bievity, our discussion of the appHad>le legal principles will omit certain cases 
and other authorities that may apply to the facts and circumstances of these matters. We wiU 
take them into account in issuing this opinion, however. 

In the event there is any change in the tax principles or laws applicable to our opinions herain, 
we specifically disclaim any undertaking or obligation to advise you or anyone else of any 
such changes that may hereafter occur. 

Our opinions arc based on the correaness of the facts and circumstances set forth herain, and 
our understanding that the factual scenario set forth hcreinbelow is complete, accurate, true, 
and correct. 

The Internal Revenue Service, other government agencies, and courts each possess the ability 
to challenge the legitimacy and. reality of an entity or a cransaaion and can claim that an 
entity or a transaction are something other than what the parties intended them to be. 
Government authorities can recharacterize a transaction into something ocher than what the 
parties intended. 

There arc numerous instances when the Internal Revenue Service, judges or juries are in error. 
They are not infallible. They can thus misread or misapply the legal principles invol^^d in the 
case, leading to a tax result or other legal consequence that may be contrary to what the 
taxpayer anticipated, and leading to a tax result or other legal consequence that may he wrong. 

The Internal Revenue Service, other governmental agencies, and the courts generally examine 
the substance and business purpose and Konomlc reality behind a transaction in a very careftil 
manner to determine if the traosaction is genuine and is to be granted recognition in the form 
presented for tax purposes. 

Consequently, we need to caution you that the Internal Revenue Service, other governmental 
agencies, or a court might view the transactions that are the subject of this memorandum in a 
manner differently than either you or I would view them. Nonetheless, it is our opinion chat 
the anticipated United States taxation consequences that are applicable to the anticipated 
Transaction will be as indicated herein. 
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Our analysis does not address Umt«i States, state, mumcipal or foreign income taxes, 
inheritance taxes, gift taxes, estate taxes, property taxes, sales izx^, use taxes, bulk transfer tax, 
transfer tax, excise tax or any other taxes or duties of any kind, type, or character other than 
the United States federal income tax consequences and income withholding tax purposes 
described hcreinbelow. 

You should be aware that the Internal Revenue Service can charge interest on lax defidendes 
and can impose numerous penalues if it disagrees with the tax treatment of the reported 
tiunsactions. — 

It is our view based on the information presented to us as expressed hciein that it is mon; 
likely than not that the antidp«ed federal United States tax treatment relating to the matters 
discussed herein will be as we opbe herein. 


Factual Foundation. 


1 . Sam Wyly is a United States citizen and resident who resides in the State of Texas. 

2. Sam Wyly ts a director of Michaels Scores, Inc., a Delaware corporation, and might 
also be considered to be an employee for legal and income tax purposes. 


5. Pursuant to a Non'Statutory Stock Option Plan Michaels Stores, Inc. has provided Sam 
Wyly, other employees, and key advisors with a proprietary interest in its Company through 
the granting of “non'Statutory stock options* which upon exercise permits the option holder 
CO purchase shar^ of Company's authorized Common Stock. 


4. Sam Wyly transferred these options to The Tallulah International Trust, a foreign situs 
grantor crust that is recognized as a ^grantor trust” for United Sutes tneonoe lax purposes. 


5. You anticipate that The Tallulah Incernacional Trust will transfer the noo-statutory 
options to an underlying foreign corporation that is wholly owned by a foreign situs non- 
grantor trust. 


6. It is anticipated that the wholly owned underlying foreign corporation of a foreign 
non-grantor tru« will issue a private annuity to The Tallulah International Trust in ^change 
for the receipt of non-statutory options of an equivalent value. 
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7. It is our understanding that it is the express intent of the parties to the transaaioa that 
the value of the non-statutory options will equal the value of the private annuity and that no 
gift or bargain s^e or discounted sale pri^ will arise as a result of the trans^ion. Further, it 
is our understanding that the pri'roic annuity is intended to be issued in an amount that is 
equal to the fair market value of the non-statutory options that are being sold in exchange for 
the private annuity. Neither any gift element nor any "bargain sale element* are tnteiuied to 
be made by you with respect to this priv«c annuity transaction. 


8. It is anticipated that the priwe annuity payments will not be secured by, char^ble 
to, or dependent upon the non-statutory options sold in exchange for the annuity. The 
amount of the annuity payments will be based on the fair market value of the non-statutory 
options at the time of the effective dace of the Annuity Agreement. 


9. We understand that the private annuity is intended to be unsecured. There are to be 
no security interests, guarantees, specific hinds, or other forms of collateral or assurances that 
the private annuity payments will be made by the corporation other chan the mere unsecured 
contractual promise of such corporation that it will make the annuity payments as they 
become due under the terms of the annuity agreement. 


iO. Wc further understand that the private annuity payments will not be chargeable to or 
dependent upon the non^atutory options transferred by The Tallulah International Trust in 
exchange for the annuity. Any income generated by the non-statutory options will belong to 
the foreign corporation outright, and will not be char^able to the annuity payments. 


U. We understand that the amount of the annuity payments will be based on the fair 
market value of the non-statutory options being exchanged for the private annuity at the time 
of the effective date of the Annuity Agreement and will not be based on any income generated 
by the non-statutory options that are being transferred for the priyate annuity. 


12. We also understand that upon the consummation of the Annuity Agreement the 
possession and/or enjoyment of the non-statutory options being exchanged for the private 
annuity will reside exclusively with the acquiring foreign corporation, and The Tallulah 
International Trust will not preserve or reserve any control of any kind or character over such 
non-statutory options or any income therefrom that would institute a retained interest in the 
possession and/or enjoyment of the non-statutory options being exchanged for the private 
annuity. It is thus expressly intended that The Tallulah International Trust will irrevocably 
surrender the enjoyment, control, ownership, and all economic benefits attributable to the 
ownership of the non-statutory options which are sold in exchange for the private anauity. 
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13. It is our undemancling that the private annuity payments will contain an interest 
factor in the amount stipulated hy the Internal Revenue Service Revenue Ruling that applies 
for the month in which the annuity agreement is entered into. 


14. We understand that the corporation issuing the private annuity is not in the business of 
issuing annuities from time to time, and it will not issue any additional annuities during the 
term of its private annuity agreement with The Tallulah International Trust. 


15. We further understand that the corporation issuing the private annuity is not a life 
insurance company or a bank and is not authorized to condua either the banking business or 
the life insurance company business and does not intend to obtain such authorization. 


16. We have been advised that there are no outstanding encumbrances on the non- 
statutory options, and consequently we do not express any opinion that relates to tlus issue. 


17. You have advised lu that the non-staiutory options, which are the subject matter of 
this letter, are not actively traded on an established market. 

18. You have further informed us that the non-statutory stock options are compensatory 
in nature and were issued to Sam Wyly as part of a stock option plan to compensate key 
advisors of Michael Stores, Inc. 


II. Opinion and analysis of the anticipated 1996 federal income tax consequences that 
are likely to apply to the proposed sale during the 1996 taxable year of non-statutory 
options to a foreign corporation in exchange for a private annuity under the 
circumstances described herein: 


A. Pursuant to the general federal income tax treatment of property 
exchanged for a private annuity the sale of non-statutory options to a foreign 
corporation in exchange for The Tallulah International Trust’s receipt of a deferred 
private annuity of equivalent value is not a taxable event in the year 1996. 


A private annuity transaction typically involves the transfer of appreciated property from an 
individual to a family member or a controlled corporation in exchange for a promise to pay a 
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series of equal payment over the annuitam*s lifetime.^ The promise lo pay by a family 
member or corporation that is not in the business of issuing aimuirics has no ascertainable 
value, so no gain is currently recognized on cbe transfer.^ Gain is recc^zed over the lifetime 
of the taxpayer, which is the term of the annuity. Generally, a portion of each annuity 
payment represents tax-free recovery of the annuitant’s investment contraa, a portion 
represents gain on the tramfer, and the balance is ordinary income.^ 

The general federal income tax treatment of property exchanged for a private annuity is 
explained in Research Institute of America Federal Tax Coordinator 2tf at Paragraph J-5256 as 
follows: 


"The transfer of property in exchange for an unsecured private annuity is not a taxable 
transa<xion. Thus, a taxpayer who turns his property over to a member of his family or other 
private individual, or to hb own corporation, which is not a life insurance company or a bank 
or an organization which issues annuities from time to rime, in exchange for payments for life, 
has no immediate taxable gain... Although gain is not taxed immediately, the amount of gain 
must be reported raubly over the period of the annuitant’s life expeaancy, but only from that 
portion of the annual proceeds which is includible in income under the aimutty rules.*'* See 
paragraph J--5256, emphasis is in the original text. 

“The actual transfer isn't taxable because the promise to make the lifetime payments is 
considered to have no determinable value. It makes no difierence if the obligor under the 
private annuity arrangement ^.e,, the transferee) is financially sound at the time of the iraiwfer 
since that 'private' tramferee is not in the business of granting annuities, his solvency is not 
subject to the supervision and restrictions of insurance companies and banks, and may change 
over the payment period."^ 

A foreign situs United States grantor trust (The Tallulah International Trust) will be 
transferring non-statutory options to a foreign corporation wholly owned by a foreign non- 
grantor trust in exchange for the underlying foreign corporation's issuance of a private 
axmuity of an equivalent ^ue. The foreign corporation is not in the business of issuing 
annuities from time to time, and will not issue any additional annuities during the term of its 
private annuity agreement with The Tallulah Intemacional Trusty and the private annuity will 
be unsecured. The foreign corporation issuing the private annuity is not a life insurance 
company or a bank and is not authorized to conduct either the banking business or the life 
insurance company business and does not intend to obtain such authorization. Under these 
circumstances, it is our opinion that the annuity will more likely than not be taxable as a 
private annuity in »xx)rdance with the aforedescribed federal income tax consequences, as 
opposed to its being taxable as a commercial annuity or otherwise. 


2 

3 

4 

5 


CCH f=a<Jeriil Tax Service at 5^:8 

la. 


ia. 

Resear^ !rv$tilute of AmwK3 Federal Tax Ceominator 2d et Paragraph J.^2S6 (CHabona OmiHed} 

Id. 
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B. The private annuity is not intended to contain a gift or bargain sale 
element, and the exchange of non-statutory options for a private annuity of equivalent 
actuarial value is likely to be excluded from federal gift tax. 


The private annuity is intended to be issued in an amount that is equal to the fair market value 
of the non-statutory options that are being sold in exchange for the private annuity. Neither 
any gift element nor any "faargkin sale clement* are intended to be made by either you or the 
corporation with respect to this private annuity transaction. 

Research Institute of America Estate Planning & Taxation Coordinator describes private 
annuity gift and estate taxation implications as follows at Par^^aph 26,122: 

"The transfer will not be subject to gift tax as long as the value of the annuity equals or 
exceeds the value of the property transferred. The entire value of the transferred property is 
excluded from the annuitant’s gross estate. If the arrangement is properly struaured, the 
value of the transferred property will not be brought back into the estate. In addition, the 
estate administration costs concerning the iransfeirai property are eliminated. Also the 
annuitant will not be subject to transfer tax on any post-transfer appreciation in the value of 
the property. If the annuitant dies before his tab^ar life expeaancy, the property will have 
been transferred to the obligor for less than its true value. While this may be a disadvantage in 
a deal with an unrelated party, the annuitant of a private annuity will presumably be pleased 
to have passed property to a loved one free of transfer tax and for low consideration. * 


Warnick, 805 T.M., Private Annuities, at page A-27 states: 


"...[Tlhe proper method for deciding whether there is a gift is to compare the fair 
market value of the property with the present value of the annuity" under the estate and gift 
tax rules. ^ 


^ Wamlek, BOS T.M.. Private Annuitiw. ai p»ga A-27. Wamick further expiains at Paga A-27 and Paget C&A 1 through caA-2 tha 
folteMiing: Genaraify, private annuty transadlons after AprS 30, 1969 are controBad by Internal Ravanua Coda {7529. whldt 
IMWkles for an tnteraat rate which ia 120% of tw Federal midterani rate under Internal Reverwe Cede |1274{dK^> for the month in 
which the valuation la made. Tha Internal Revtnua Sendee haa taken the poeldon that the standard Internal Revtnue Coda 
annuity actuarial tables should not be used unless the transfer instnimant provtdea (he annuiiant with Oia degnte of baneBcial 
enjoymanl that is eonaistent with tha type of property Merest the standard tabits are designed to meaaun. The Internal Ravanue 
Sarviea litigated this iasut in Sheokpgitf. V. Comr.. T.C. Memo 1993-A83 and tha Tax Gout strongly found in tha taxpayer's favor. 
The Intemid Revenue Service's posUon is that a single Hfo annuity factor (Table A of EsJata Tax Raguiabon {20.2031-7A(dXB} 
could not be used to value tfte interest of s 91-year-old annuitant because the fund was InsufRctent to provide a stream of peyments 
for die 18 yews of the annuitant’s 'extiame Me ei^aclancy.* le., until age 109. The Internal fte^ue Service un s uce e s sf ulty 
argued that a factor for a Teim certain eoncurreni with one Bfa* should be used because the fund would be exhausted wKMn four 
years. 

The Tax Court firmly rejectM the Internal Revenue Service's approach in favor of the taxpayer. 

In response, tee Internal Revtnue Seivlee issued regulations, and in (3n Tax Regulation J25.7520-3{bXd the Internal Revwiuc 
Service stetes that it wBI net allow the use of tee standard §7520 tables If the furid from which an annuity is to be paid may be 
eiteausted before the end of tea deSned period of tee annuity (which, txider tea aetuarial assumptient of the internal Revenua Coda 
§7520 tables is »ge 1 1 0 for s life interest}. 

We caution you that if the foreign corporstien teat issues tee aiviully hereunder ware to comply with these ragutelions, teeie is a 
serfous risk teat the annuity might be detannined to be 'guaranteed* throughout tee annuitanCi extrome Me expaetaiMV. thereby 
making the annuity an mmedtalefy taxable annuity for United States income tax purposssl In furteerance of this posaion tee Tax 
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It is our understanding that the fair market vadue o£ the non-statucoiy options wiJi equal the 
present value of the pnvaos annuity, and that a qualified actuaty will be retained to calculate 
and verify this. 

Wartiick, 805 T.M., Private Annuities, at page A-28 further states that “[t]he simple fact that 
the value of the property exc«ds the "salue of the annuity should not automatically mean that 
there has been a taxable gift. Before a finding of a taxable ^ft, there must be some evidence of 
the transferor’s intent to m akeagift.*^ — — 

Additionally, the anmiity payments that die foreign grantor trust receiT^ must aantain an 
interest factor in the amount stipulated by the Internal Revenue Servita Revenue Ruling that 
applies for the month in which the annuity agreement is effectuated 

This is very impoitaat because the Internal Revenue Service can take the position that the 
present value of the annuity is less than the present value of the non-statutory optioi» sold in 
exchai^e for the annuity if the annuity does not contain an adequate interest rate factor to 
compensate for the time delay to The Tallulah International Trust in receiving its 
consideration for the sale and exchange of the non-statutory options.* For example, sec 
Waxnick, 805 T.M., Private Annuities at page A-35 discussing the United States Tax Court 
decision in LaFargue v, Ct^mmissigner. 73 T.C. 40 (1979), which was affirmed in part and 
reversed in part by the United States Court of Appeals for the 9ch Circuit in 689 F.2d 843 (9th 
Cir. 1982), in which the Tax Court found that the annuity transaction was not taxable as a 
private annuity for among other reasons: 


"...(T^he tram^ion not based on the actuarial tables and did not include as 
interest factor, and there was a large gap between the present value and the fair market value 
of the annuity, 


Court sU^ in Shaniro Fat V Come.. T.C. Mttrrw that :'tth« IftS} annt^ li 

eircKj0hout an atifluttanf* ajitrame Bte •xpacuncy.-.ih* computation of tha anmiity's {Kaaant vahia must ha maSt on a caao 
case basis using a spacial aetuariU taooi supplM by th« Mamal Revenua Saiviea.' This incema lax isaua has not yat baan 
miga^ad. 7>ius, the avotdanca of a gill tax tfimugh a complat* oompfianca with tha ragulaUons might genanto an immadata 
ipoxna tax. Cortvarsaly. tha avoidanaa of tha fcieoma tax issua by *une8ffundng* tha cotporabon to avoid daatning tha annuity to 
be effacbvaiy ^arantaadTUtreughout tha uwiuitafTt's axtrama (ifb axpactancy of tha humaf^tifa span of 1 tO yaam mij^ ganarata a 
gie tax if lha naw Tax R«g;Sabon Is u|MM. Fvitoatmom, incama Tax Ra g u t aS o n S1.7520d(fa)(2}^ timitady piohl>Ss the usa 
of a standard $7S20 annuity factor if iha annubyia expected to aCtaust tha fund before tha last poiaida annuity paymsnl is made 
in fuA assuming that tha annuitant (Sam Wyty) wQ surviva tinbl the aga of 110 years. Tha Intsmat Raaanut Ssryica has also 
promuigsted new Estaia Tax Raguiations whidi sra oensistant with tha Gift Tax Raguiations and bKoma Tax (toguMons 
above. (Feu exan^ia. EsUto Tax Ragutabon 5}0.7520-3(bK2)(I) raquim the fund ta be abla to pay annuity payments In fuH 
under toe assumpbon that Sam Wyly, the annuiUnt. sur^a unb! the aga of 110 yews- R la at least sigusIM tort these new 
Income Tax Regt4abans, G<ft Tax R^p^lons, wtotor E^sta Tax Raguiations wb be held to be 'mviM bi aeoofd wDi the raasotting 
of the United States Tax Court n Shaoirp gxti v. Comt .. T.C. Maine 1993-483. Because tha Tha Taiulah IntamaBonai Tnist ail 
not retain any moftoAge. ‘Inn, pladga, or sacurRy intarast In or with respect to tha norwatatutory options designated in Schedule ”A*, 
and there is arto shaO be no Hcufity or coiatertri tor toa payment of (ha Annuity haraundar, and tha Ob^ corporation wW not 
establish any aecwrtty or any fund or other spedfic chargaabta sourea for tha p^mant of toe purchase prtM (ba^ toa Anm%} 
herauitoar it is <^stioAstoa whsthtr tost the Imam^ Ravanua Swvica weuW be srKcasshd in an sttack that tha is a 

'guaraotr^ed* Annuity. 

^ in Beams v Cfunr 159 F 2d 7M (&th Cir. 1947} toe court held toara was rto gift, daapita avidanca that tha annuity was wwth 
evify 30% of the value Of the preperry. because Ihera was rto evidence of tha transtomr's intent to makt a gdt ^towever, bi Beaida 
the transfereo was an educalsnal nttihaion, not a mentoar of toe tfanstorors famiiy ) As a prscticaJ mstter b wxAl be difficutt to 
show the absane* derative uaent when toe transferee is ’related to* toe tansfefor. 

8 Id. 
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Although the United States Court of Appeals for the 9th Circuit reversed the Tax Court's 
holding that the transaction did not involve a private annuity, it is important that the annuity 
contain an adequate interest fector to account for the time vjue of money. 

In your situation it is clearly the intent of the parties that the price of the annuity is to be 
equal to the value of the non-statutory options being exchanged for the annuity, and no gift or 
other valuation benefit in excess of such value is intended to be received by either party to the 
agreement. It is thus our opinion that it is more likely than not that no g ift tax w ill-he. 
iinposed on your disposition of the non-statutory options in exchai^e for the grantor trust’s 
receipt of a private annuity of an equivalent value, provided the actuarial value of the non- 
stamtory options being transferred in exchange for the receipt of the private annuity are of an 
equivalent actuarial value. 

You have further advised us that the foreign corporation that is issuing the private annuity 
will be adequately capitalized to fully comply with Gift Tax Regulation S2S.752&-3(b)p;), 
Estate Tax Regulation S2a.752M0))(2), and Income Tax Regulation S1.7520-3{b){2)@, which 
should enable the corporation to fund the annuity through Sam Wyly’s human life span as 
defined in such regulations, thus avoiding a gift tax assessment that otherwise mi^t be 
asserted had these regulations been violated. 


C. The annuity payments must be unsecured to avoid immediate taxation of 
The Tallulah International 'Trust in 1996 with respect to the disposition of the non- 
statutory options in exchange for an annuity of an equivalent value. 


The United States Tax Court has held that the private annuity income tax rules apply only to 
private annuities that are unsecured . If the annuity payments are secured the annuity will be 
taxable as if it were a commercial annuity rather than a private annuity. (See Estate of Lloyd 
Efill, (1973) 60 TC 469 and 212 Coqj., (1978) 70 TC 788.) 

**. 

For example, the Tax Court in EtU held that the property transferred in exchange for the 
private annuity was secured because such property was placed in escrow as security for the 
annuity payments, and the annuity agreement also provided for a ’cognovit’’ judgment against 
the parries issuing the annuity in the event they defaulted In making their annuity payments. 
Consequently, the Tax Court applied the rules pertaining to commercial annuities to the 
transaaion and held that the taxpayers had an immediately taxable gain when they exchanged 
their appreciated stock in exchange for the secured private annuity. 

It is our understanding that the private annuity being issued to The Tallulah International 
Trust is intended to be unsecured. There are to be no security interests, guarantees, specific 
funds, or other forms of collateral or assurances that the private annuity payments will be 
made by the corporation other than the mere unsecured contracmal promise of such 
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corporation that it will make the annuity payments as they become due and p^ble under the 
terms of the annuity agreement. 

In addition,’ the private annuity payments will not be chatgeable to or dependent upon the 
non-statutory options transferred by you in exchange for the annuity. The options and any 
proceeds and/or income generated by the options will belong to the corporation outright, and 
will not be chargeable to the annuity payments. The amount of the annuity payments will be 
based on the fair market value of the non-statutory options being exchanged for the annuity as 
of the date of the Annuity Agree ment, and will not be based on the income generated by the 
non-statutory onions being exchanged for the aauuity. — — — — — — 

Furthermore, the possession and/or enjoyment of the non-statutoiy options being sold in 
exchange for the private annuity will reside exclusively with the corporation, and you will not 
preserve or reserve any control of any kind or character over such non-stamtory options and 
the income therefrom that would constitute a retained interest in the possessbu or enjoyment 
of the non-statutory options being sold in exchange for the private annuity. It is thus 
expressly intended that you will irrevocably surrender the enjoyment, control, ownership, 
and all economic benefits attributable to the ownership of the non-statutory options which are 
being sold in exchange for the private annuity. 

Consequently, provided that the private annuity payments will be unsecured and will always 
remain unsecured it is our opinion that it is more likely than not that the private annuity will 
not be taxable as a secured annuity which is taxable as a commercial annuity.* 


D. It is more likely than not that the original issue discount tax treatment of 
debt instruments (that could impose a tax on the annuity prior to the receipt of the 
annuity payments) will not apply to the contemplated annuity transaction. 


In early April, 1995, the Internal Revenue Service issued proposed re|?ilations regarding the 
applicability of the original issue discount rules to deferred private annuities, among other 
types of transactions. 

The proposed regulations seek to treat certain annuity contracts as dsil instnimetits for 
federal income tax purposes. This means that, under certain circumstances, the income 
flowing from assets transferred in exchange for an annuity would be taxable to the annuitant 
in the year earned, regardless of the year in which the annuity payments were received. The 
proposed regulations provide that this adverse tax treatment may be avoided as long as the 
annuity payments under the contract are periodic payments made at least annually for the life 


^ However, as we IndScaled ir> foolnoie number s, supra, ws sastrt arSvist you of the polantiaJ risk Urat the compaance rriUl Ibe new 
roguierioiis unoer Infemai Revenue Code 5752 O. such as income Tax Regulation 51 .7520*3(0X2X0. inigtit cause Hie annuSy lo be 
constructively secured or gtusfent««d, covid lead to an immediste income laxaQon of &te annu^ frtHn the disposition of the 
options by the Trust in the year 1996, 
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or lives of one or more individuals, the payments do not increase during the term of the 
contract, and the payments begin within one year of the dace of the annuitant's initial 
investment in the contraa. (See Proposed Income Tax Relation 51.1275-1 {d){2).) 


However, the Preamble to the Proposed Regidacions indicates that the proposal mgulations, 
“only apply to annuity contracts chat are also d^c instruments under general principles of 
federal income tax law... For example^ an annuity contract under whldj furyments are wholly 
contingent on the continuoi l^e of an individual generally is not a debt instnonent for federal 
income tax purposes. As a result, such a contract will continue to be taxed as an annuity 



The explanation to the proposed regulations thus suggests that annuity contracts tinder which 
payments are wholly continj^t on the life of an individual “generally* will not be 
recharacterized as debt instruments and wilt not be taxed as such - even when such contingent 
payments are deferred under the contract. However, the explanation does not entirely 
eliminate the possibility that the IRS might proceed with such a reduraterizatJon in certain 
cases and impose tax suxordingly. 

This issxxe is discussed in Research Institute of America Federal Tax Coordinator 2d at 
Paragraph J-4057 as follows: 

“The proposed rules would only apply to annuity contracts that were also deln: instruments 
under general principles of federal income tax law. An annuity contract chat was not such a 
debt instrument would not be subject to the OID rules, and it would be unnecessary to 
determine if it was covered by the exception. Thus, for example, an annuity contract whose 
payments were wholly contingent on the continued life of an individual wouldn't be a debt 
instrument for federal income tax purposes and wotJd continue to be taxed as an annuity 
contract under Code Sec. 72." 

This appears to be consistent with the Internal Revenue Code statute being construed, 
S1275(a)(l)(B)0 which in pertinent part states chat the “term ‘debt instrument' shall not 
include any annuity contract to which section 72 applies and which • depends ^ whole or in 
substantial part) on the life expectancy of 1 or more individuals...*,* 

Thus, it is our view that it is more likely than not that the original issue discount tax 
treatment of debt instruments (chat could impose a tax on the annuity prior to the receipt of 
the annuity payments) will not apply to the contemplated annuity transaction. 
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E. The disposition of compensatory non-statutory options by The Tallulah 
loternational Trust, a grantor trust, in an arm*s length transaction under which non- 
statutory options’® arc transferred in exchange for the receipt by The Tallulah 
International Trust of a substantially nonvested private annuity of an equivalent value 
issued by the obligor corporation is not a taxable event in the year 1996. 


It is our opinion that it is more likely than not that an exchange of non-statutory stock 
options for a private annuity by The Tallulah International Trust, a grantor trust, will not be 
subject to an immediately taxable event becau se the private annuity Is 
"TJOn-scacutoiy stock opuons under Income Tax Regulation Sl.83'7(a) and such annuity 
payments are more likely than not taxable as ordinary income upon recetpt.l^ 


The federal income tax treatment of the foreign grantor trust’s noa-statutoiy stock options 
which are not traded on an established market is generally covered in Internal Revenue Code 
§83 and Income Tax Regulation §1.83-7. 


Internal Revenue Code §83 does not initially apply to the taxation of noc-qualified non- 
scacutory stock options because the options are not aaivcly traded on an established marker.l^ 


For options that do not nave a neadily ascertainatilfi fair mailcet value, the mere grant of the option is not treated as a 
transfer and appheation of ttie statute is postponed until the option is exercised. <See CCH Feder^ Tax Service $3 6 62) 

’ ’ Although we have not been asked to opine on whether the trartsfer of non^trarisferabie non-sUlulory stock optiona to a gnintof 
trust ts an immediate taxable event, eur research inrfieates that such transfof shoidd not tngger a taxable event, bi Private Letter 
Rulirig 9349004. the Internal Revenue Service ruled (hat non-statutory stock colons issued to a taxpayer and transferred to a trust 
created for the benefit of the taxpayers descendant’s wiH not cause the receipt of income or gain to the taxpayer The Internal 
Revenue Service concluded that the transfer to the trust did not constAute e disposition under tncome Tax Regulation §1.63-7(8) 
because the transfer was not pursuant to an arm's length transaction, and a n^-arm‘s length disposition of an option net taxed at 
grant should not cause compensation tncome to bo recognized. However, if the trustee of the trust exerusea the options, the 
taxpayer (or the taxpayer's estate) would be m receipt of taxable income under internal Revenue Code §63(a) and the corporation 
rssumg the options would be entittad to an Internal Revenue Code §63(h) deduction 

rntemal Revenue Code $63<a) provides that If property is transferred in connection with the performance of services to any 
person ether than the person for wfwm the services are perfonrwd, the excess of (t) the fwr market value of the property 
(determined without regard to any restnctkms other than a restriction whk^ by its taims wHI never lapse) at the fifst tirne the rights 
of the person having a benefidat interest In the property are transferable or ara not subject to a substantial risk of forfeiture, 
whichever occur earlier, over (2) the amoimt, if any. paid for the property, w^t be induded^in the gross incerne of the person who 
performs the services in die first taxable year In which tha n'ghts of the person having the beneficial Interest in the property are 
transferable or are not subject to a substantial risk of forfeiture, whichever is applicable. However, internal Rerenua Code 
§d3(eK3} provides m pertinent part that Tjlfia section shad net appV to the transfer of an option wMmjI a readily aseertalnabte fair 
market value ‘ Thus, internal Revenue Code |S3 should not apply to the The Tatiulah tntemacional Trusts non-staiutory options 
because the non-statutory options are not traded on en estabRshed market and thus as a ^ctical matter do not have a readily 
ascertainable value (See CCM federal Tax Service §B 6.221}. 

Income Tax Regulation $1.83-7(b)(1) states in pertinent part that *...(e)ptions have a value at ihe time they are granted, but that 
value is ordinarily not readily ssceitainable unless the is ectfveV traded an en established marKet If an optior^ is actively 
traded on an established market, the fair market value of such option is readily ascertainable br purposes of this section. * 
(Emphasis added] It is our understanding that the non-statutory options which are the subject matter of this opiniort letter are not 
actively traded on an established mariaL and thus the non-statutory options do not have a readily ascertainable value makkig 
Internal Revenue Code §83 mappheabte pursuant lo Internal Revenue Code §83{eK3). 

Thus, because the non-statutory options currently held by the The TaHuJah Irdemational Trust, a grantor trust, are nM (rated on an 
established market and do not meet the conditions imposed under Income Tax Regulation §t.83-T(b). they will not likely have a 
readily ascertainable fair market value, and wiS not be governed under internal Revenue Code $B3. M a practical matter no option 
will be considered to have a readily aseeitaiiuble value unless it is actively traded on an established market (See CCK Federal 
Tax Service §8 6 221.) 


12 


CONFIDENTIAL 

PSI00131216 



3592 


Biiiman, 383 T.M., Nonsatutor y SlQfik Options, at p^es A-5 and A-6 states: 

“....[Ojptions th^ are not »::ttvely ti^ded on an esrabiished market do not have a 
readily ascertainable fair market vaiue...Moreover, the regulations create an irrebuttable 
presumption that an untradcd option does not have a readily ascertainable fair market value 
unless four conditions are met: 


(1) the option is transferable by the optionee; 

(2) the option is exercisable immediately in full by the optionee; 

(3) neither the option, nor the under lying property is subieg to a ny r nT rirr inr iT — - 

bavff a sign i fiffanr i ni i li H /tpii nn*T and 

(4) the fair market value of the "option privilege" is readily ascertainable. 

In general, the effea of this rigorotui approach to valuation of untraded options is to deny 
readily ascertainable fair market value status at option grant, forcing taxation at option 
exercise.” 


However, if an option without a readily ascertainable value is sold or otherwise disposed of 
before it is exercised ( e.g. in exchange for a private annuity of an equivalent value), the 
restricted property rules will apply to the transfer of money or other property received in the 
same manner as they would have applied had the property been transferred*^ pursuant to the 
exercise of the option.*^ 

Thus, in the event that the non-statutory options are exchanged for a private annuity, the taxation 
of the transaction would be arudyzed as if the option were exercised, and the amount [the private 
annuity] to be included as gross income would he determined under Internal Revenue Code $8J{a) 
and%83{b)J^ 


Biilman, 383 T.M., 


, at page A-19 states: 


"If an uncraded option is not taxed at grant, $83(e)(3) provides that $83 will apply to 
the exercise of the option. If the property received upon option exercise is restricted^ 5^ ttnll 
apply to that receipt of property in the same manner as it applies to a direct transfer of 
restricted property in a nonoption context.’* [Emphasis added]. 


tneeme Tax Regulation $i.S3«7(a) states in pertinent part Uiar...ir)f seeton S3(a) dees not apply to the grar^t o( eucti an option 
because the option dees n<ri have a readily ascertainable fair market value at the time of the grant, sections 83(a) and fi3(b) ehalt 
apply at the time the option is exercised oroUienvise disposed of, even though Pie bif market value of such option may have been 
become readily ascertainable before such lime, tf the option is exercised, sections 83<a) and 83^) apply to Uie transfer of property 
pursuafit to such ei^rcise, and die employee or independent contractor realizes eempensatioa upon such transfer ^ the ^e and 
in &ke amount determined under section e3{a) and 83{b}. tf the option is sold or ethenuise dtsooeed of in an amt's tenetft 
Itaiaafilifln. secb'ons asfat and 83lbt anohr lo the transfer of money or other property received in the aame manriM- as 
secdons &3(a) and 83(b} would have applied to the transfer of property pursuant to an exerctse of On option.' {Emphasis added]. 

’5 Id 

Income Tax Regulation §1 83*7(3) states in pertinent part that *lQf the option is exorclsod, sections 83(a]and 63(b) a^lyto the 
transfer of property pursuant to such exercise, and the empto/ee or independent contractor rea/izes compensation upon such 
transfer at the tlmaandln the amount detennined under section 83(a} and 83(h)." (Emphasis aoded] 
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Thus, Incerna] Revenue Code §83 should apply to cbe receipt of the private annuity as if the 
private annuity were “substituted" for the non-statuiory options. 

According to Blllraan, 384 T.M., Rcfflictcd F rap g rty-Scgtion S^, at pag« A-3: 

“...[Tlhe receipt of an unfunded and unsecured promise to pay money in the future...is 
not a transfer of “property" and thus is not a taxable event under §83. Rather, the 
qucscioi^ of whether the receipt of an unhinded and unsecured promise to pay money in the 
future produces gross income, and, if so, when and in what amount, are to be determined 
under well-establish ed principles of actual an ^ t on<iT»grive rrrripr n f — 

■tEmphasis added]. 

In Richard A. Childs et. at v. Commissioner, 103 T.C. No.36 (Nov.l4 1994), United States Tax 
Court Judge Scott held that an annuity issued to an individual was an unsecured promise 
to pay money in the future, and thus was not “property" as that term is defined under 
Internal Reveneue Code §83, 

Thus, it is likely that Internal Revenue Code §83 is inapplicable to The Tallulah International 
Trust’s receipt of a private annuity in exchange for the transfer of non-starutory options of an 
equivalent value, l^cause a private annuity does not meet the definition of transfer of 
“property” within the meaning of Internal Revenue Code §83. 

Consequently, if Income Tax Regulation §1.83-3(e) directs that Internal Revenue Code §83 
and the regulatiom promulgated thereunder shall not apply to an unsecured promise { 2 ay 
money ia the future, no other Internal Revenue Code Section including Internal Revenue 
Code §61, should apply to the transaction. 

Thus, Internal Revenue Code §83 will likely be inapplicable to the contemplated 
transaction, and the private annuity income taxation rules (e.g., Revenue Ruling 69-74) 
will govern the taxation consequences relating to the transfer.^® 

The Research Institute of America Federal Tax Coordinator 2d at Paragraph J-5256 explains 
the federal income tax treatment of property exchanged for a pri’^ate annuity as follows: 

"The transfer of property in exchange for a private annuity is not a taxable transaction. 

Thus, a taxpayer who turns his property over to a member of his family or other private 
individual, or to his own corporation or other corporation, which is not a Ufc insurance 
company or a bank or an organization which issues annuities from time to time, in exchange 
for payments for life, has 02 immediate taxable gaio- (Emphasis is included in the text) 


BiHman. 383 T.M . Rastneted Proaertv-SecUon U, at pag« A-3. 

^ ^ Pnvate Lettsr Ruling 9349(X}4 states that if Internal Revenue Code §83(a} does not apply to the grant of the option because i 
does not have a ^ad>ly ascertainable value at the lime of grant. $S3 will apply at the time of the exercise or t^osltiofi of the 
option, and income (s realized Pnvate Letter Rulings mey net be cited as Precedent (See Internal Revenue Code |81lO(iK3) 
tfiey reflect the position of the tnlernai Revenue Service and are thus useful in ttwl regard. 
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However, the payments under the arrangement are taxable when received, sec Pars^raph J- 
5256. The iuxaal transfer isn't taxable because the promise to make the lifetime payments is 
considered to have no deterrmnd>le value. It makes no difference if the obligor under the 
'private' transferee is not in the business of granting annuities, his solvency is not subject to 
the supervision and rcstrictioias of insurance companies and banks, and may chai^ over the 
payment period. (Citations omitted.)" 

Because it is unlikely that either the non-statutory options or private annuity leceived in 
exchange therefor is subject to Internal Revenue Code 5^3 coverage, it is our opinion that it is 
more likely than not that the non-s ian i tnrv n p ri n n s- transferred in ex cha nge for the pri va te^ 
anntuty will be taxable as property transferred in exchange for a privam annuity in ac(X>rdance 
with the aforedescribed federal income tax consequences. 


F. The subsequent exercise of the non-statutory options by the obligor 'mil 
not likely generate a taxable event to The Tallulah Intemadonal Trust because the 
compensation element will remain opened until the year The Tallulah International 
Trust receives its annuity payments. 


It is our understanding that it is the intention of the parties that the disposition of the non- 
statutory options will occur in an arm's length transition at fair market value. 

The private annuity rules provide that no taxable event will occur to The Tallulah 
International Trust until the annuity vests (when the annuity payments arc received by The 
Tallulah International Trust). Consequently, the exercise of the options afmr the transfer of 
the options to the obligor foreign corporation is not likely to be a lax^Ie event to The 
Tallulah International Trust. 

It IS our understanding that non-statutory options being transferred by The Tallulah 
International Trust do not have a readily ascertainable value, and therefore their treatment is 
not governed by locernal Revenue Code $83. Income Tax JRegulation $1.83-7 provides 
guidance with respea to the taxation of nonqualified stock options without a readily 
ascertainable value, 19 and Internal Revenue Code $83^)^ generally governs the allowability, 
the amount, and the timing of a deduction to an employer with respea to the transfer of 
pre^erty in conneaion with the performance of services to which Internal Revenue Code $83 
applies. 


believe titai Ibere is an irttersnt inconsisteney between b»e Statute and the Re^ulationa, because the Statute dearV states 
that CiJs StaitXe shall not aj^ to the Uansfer of an option without a reedBy asceftainable value (see Internal RevWHM Code 
§S3(eK3)}. yet the Regulations detorrTune the taxation consequences of an opbm to which the Statute does not ^i^. 

^ This section governs the timing of a deduction to an emplayer with respect to pr^rty transtonetf in eonnecSon wtOt the 
perfom>arK» ol services to which bitwRal Revenue Code Section apples. 
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However, Imemal Revenue Code S83(h) provides in pcrtmcni part that *[ijn the case of a 
transfer of property to which this seaion applies,..*, thereby excepting property transferred in 
connexion with the performance of services to which Internal Revenue Code 583 does not 
apply, (e.g. a non-statucory option without a readily ascertain^le value). 

According to Biilman 384 T.M., Restricted Property > Section fii, at page A-16 states 

"As to the amount of the deduaion, the employer is entitled to a deduaion equal to 
the amount in the income of the employee." 

Internal Revenue Code SS3121(a) and 3306^) define the term "wages" as all remuneration for 
employment, and Interaal Kevmue Code 53401(a) provides a similar definiiton with msp^ 
to an employer’s obligation for the withholding of income tax. 

Income Tax Regulation §§31.3121(a)-l(c), 31.3306(b)-I(c), and 31.3401(a)-l(a}4 generally 
provide that the medium in which the remuncratioa is paid is immaterial and the 
remuneration may be in cash or something ocher chan cash. Under Income Tax Regulation 
5§31.3I21(a)<l(e) and 3!.33Q6(b}4(e} remuneration paid in items other than cash shall be 
computed on the basis of the value of such items at the time of payment. Income Tax 
Regulation S31.3121(a)-2 provides that wages are paid by an employer at the time they are 
actu^ly or const ruaively paid. 

Because the non-stacutory options are transferred in an arms length transaaion for the 
exchange of a private annuity of an equivalent value, The Tallulah International Trust has not 
constructively or actually received “Income" until such time as the first annuity payment is 
issued to and received by The Tallulah International Trust. 

Income Tax Regulation S31.3402{a)-l5)) provides that the employer Is required to collect the 
tax by deducting and withholding the amount thereof fiom the employee's wages as and when 
paid, either actually or constructively. To constitute constructive payment the wages must 
be credited to or set apart for the employee without any substantia! HmiUtion or 
restriction as to the time or marmer of payment or condition upon which payment is to 
be made, and must be made available to him so that they may be,(hawn upon at any time, and 
their payment brought within his own control and disposition. 

Thus, the restrictions and condition of receipt of payment relating to the annuity pa>’menc 
will lapse upon the actual receipt of such annuity payment by The Tallulah International 

Trust. 

Consequently, each annuity payment is more likely than not wholly taxable to The Tallulah 
International Trust as ordinary income, and upon the receipt of each such annuity payment 
Michaels Stores, Inc., the corporation which issued the non-statutory options, would be 
entitled to claim a corresponding income tax deduction. 
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With respect to the withholding tax requirecaents, KabiUty will be incurred by Michaels 
Stores, Inc., the corporation whkh Issued the non-statutory options, with respect to the 
withholding of income tax under Internal Kevenue Code |3402(a) with respea to the annuity 
payments received as “suhsdtiued aampensation" by The Tallulah International Trust.2^ 

It is our opinion that it is more likely than not that no taxable event will ocxur until the 
annuity vests (when the annuity payments are received by The Tallulah hiternationai Trust), 
and the exercise of the options after the transfer of the non-statutory options the Obligor 
corporation pursuant to the annuity transacdon is not likely to Iks a taxable event to KGcha^ 
Stores, Tn e . ' — — ' 


G. The private annuity contract is likely to be treated as being held by a 
natural person. 


The foreign corporation intends to acquire the stock options by issubg a deferred private 
annuity to The Talhilah International Trust on the life of Sam Wyly. The Talltdah 
International Trust is a grantor trust for United States income tax purposes because its settlor 
is Sam Wyly who is a United States person and the trust has United States persons among its 
beneficiaries, namely S«n Wyly, the spouse of Sam Wyly, and the issue of Sam Wyly. (See 
the Third Schedule to the Amended and Restated Deed of Senlement.) 

The annui^ Is intended to be classified as a deferred annuity because the commencement of 
the annuity payments is anticipated to occur more than one (1) year horn the date of the 
annuity agreement. 

An annuity which is not classified as a deferred annuity is classified as an immediate annuity. 
Internal Kevenue Code $72{u)(4) defines an “tnimediate annuity” as an annuity which is 
purchased with a single premium or annuity consideration, with the annuity to have an 
annuity starting due which commences no later than one (1) year from the date of purchase of 
the annuity, and which provides for a series of substantially eqval payments to be made not 
less frequently than annually during the annuity period. 

Internal Revenue Code S72(u) In peninenc part indicates chat if a deferred annuity contract 
(which is not an immediate annuity) is held by a penon who is not a natural person then such 
contract shall not be treated as an annuity contract for federal income tax purposes and is to 
be taxed in accordance with the statutory formula sec forth in Internal Revenue Code $72(u} 
unless an exception therein applies. 

However, Internal Revenue Code S72(u) further states that: 

Revenue Ruling €7-257 tflti Revenue Ruling 67-366 tlaM that amounts recaiyed from an omployBr by an amptoyaa upon the 
cuieeltatbn of a non-slatutory stodc option are wages for wage purposes. Revenue RuSng 79<305 furUiar ^ovided ttiat 

ate enjoyment lex and wage wiihhoid^g ebligatiofts arise only wrien there is bieome under iB3(a> to frie employee. 
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“For purposes of this paragraph, hol<hng by * trust or other entity as aa agent for a 
natural person shall not be taken into account.* 

The legislative history to this stacuioiy provision indicates that: 

"Under the Act (Tax Reform Act of 1986), if any annuity contraa is held by a person 
who is not a natural person (such as a corporation or trust), then the contract is not treated as 

an annuity contract for Federal income tax purposes and the income on the contr act for any 

taxable year is treats as o rdinary t n c oiae l e ceiv e d uf aeCl 'Ue d L v tl ie of^e contract 

' during the taxable year. In the case of a contract the nominal owner of which is a person who 
is not a natural person, but the beneficial owner of which is a natural person, the a>ntraa is 
treated as held by a natural person * (See the Conference Committee Report on Public Law 
I(X)-647, reported in Commerce Clearing House of America Standard Federal Tax Reports 
(1989), at page 13, 189-8.) 

This provision is briefly discussed and explained in Knickerbocker, 134*5tb T.M, Annuities at 
page A-25 as follows: 

“Section 72(u) does not apply if a trust or other entity holds the contract as agent for a 
natural person who is its beneficial owner." 

Internal Revenue Code 5679(^(1) states in pertinent pan that; “A United States person who 
directly or indirectly transfers property to a foreign trust shall be treated as the owner for 
his taxable year of the portion of such trust attributable to such property if for such year there 
is a United States beneficiary of any portion of such trust." 

As we Indicated above, Sam Wyly, a United States person, transferred property to The 
Tallulah International Trust, a foreign trust having its situs in the Isle of Man, with the trust 
having United States benefidaries, namely Sam Wyly, the spouse of Sam Wyiy, and the issue 

of Sam Wyly. 

Consequently, Sam Wyly, the grantor-senior of The Tallulah lofernational Trust, is likely to 
be treated as the owner of such crtist for his taxable year of the portion of such trust 
attributable to such property. To our knowledge, Sam Wyly is the sole and exclusive settlor 
of such trust. If so, he is likely to be treated as the owner of the entire trust estate of such 
trust for his tax;d>le year. 

Internal Revenue Code $671 states in pertinent pan that: “When it is specified In this subpart 
that the grantor ... shall be treated as the owner of any portion of a trust, there shall then be 
included in computing the taxable Income and credits of the grantor ... those items of income, 
deductions, and credits against tax of the trust to the extent chat such items would be taken 
into account under this chapter in computing taxable income or credits against the tax of an 
individual." 
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Internal Revenue Code §679 is included in subpan E which is expressly governed by Internal 
Revenue Code §671. 


bicoxne Tax Regulation §1.671-l(a) in pertinent part states that: “Subpart E (seaion 671 and 
following), Part I, Subchapter J, Chapter 1 of the Code, contains provisions taxing income of 
a trust to the ^antor ... un^r certain circumstances even though he is not treated as a 
beneficiary under Subparts A through D (section 641 and following) of sixdi Part 1." 



“...If a grantor ... is treated as the owner of an entire trust (corpus as well as ordinary income), 
he takes into uxount in computing his income tax liability all Items of tiurome, dedonixion, and 
credit (including capital gains and losses) to which be would have been entitled had the trust 
not been in existence during the period he is treated as owner.* 


Consequently, in light of the rigid tax requirements that require Sam Wyly, a natural pejreon 
who is the settlor-grantor of The Tallulah International Trust, a grantor trust, to take into 
account in computing his income tax liability all items of income, deduaion, and credit 
(including capital gains and losses) chat pertain to The Tallulah International Trust, a grantor 
trust, to which he would have been entitled had the trust not been in existence during the 
period he is treated as owner, we believe that it is more likely than not chat the Internal 
Revenue Service and an applicable court of law will hold chat the acquisition and holding of a 
private annuity contraa by The Tallulah International Trust, a grantor trust, will be treated as 
if the annuity contract were held by Sam Wyly, a natural person who is the scalor-grancor of 
The Tallulah International Trust. 


We thus believe that it is more likely than not that Internal Revenue Code 572(u) will not 
apply to the annuity cransaaioa and chat the annmey will be treated as being held by The 
Tallulah International Trust, a grantor trust, as an agent acting on behalf of its principal, Sam 
Wyly, a natural person who is the settlor-grantor of the trtm. 


III. Concluding Comments. 

The opinions contained herein have been carefully considered by us and reflect the federal 
income tax consequences we anticipate will apply to the areas we have discussed. 
Nevertheless, they are only opinions ami should not be considered to be ^larantees. 

Our opinions have been limited to our examination of the federal income tax consequences 
regarding the issues discussed above, as indicated herein. Our opinion expressly does not 
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cover or concern itself with other issues not addressed herein, induding hut not limited to the 
reality of values. 

Our opinion is based upon the status of the federal Income tax law as of the date in which this 
opinion is written. Should there be any change in the applicable tax laws or the huxs and 
circumstances relating to the events described herein, the opinions eq>ressed herein will 
necessarily require a reevaluation in the light of such changes. 

In the event there is any change in the tax principles applicable to our opinion herein, we 
Specifioiily disclai m Mtidi>fTiWing . nr nhli j pt w m ra sdvise yuiT Titf driy sich cKan^ whirh 
may hereafter occur. 

There is no assurance that the Internal Revenue Service or anyone else will not raise issues that 
have not been discussed herein. 

Our analysis is based on the facts and/or assumptions contained in this letter. If such facts 
and/or ^tunptions are inaccurate or incomplete, our analysis and conclusions are equally 
inaccurate or incomplete and might vary substantially from those contained herein. 

However, it is our view based on the informarion presented to us as expressed herein that it is 
more likely than not that the transaaions described herein will be upheld as being bona fide. 


Respectfully submined, 

CHATZKVAND ASSOCIATES 
A LAW CORPORATION 



i^chael G. Charity 
Attorney at Law 
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CHATZKY AND ASSOCIATES 

A lAW CC«K»UZK»i 


nCHAEL&CBAIZCY 

XnSS.SCBOC^’ 

ntrHBfK.<SA.TZKV 

sAcsacmw:* 



888 F!l^)SPGCT 9TBEET, SUriE 32» 
LA JOLLA, CAUFO&NU 92037 
TEUETBKKm: (819) 4584085 
FACmULE: <619) 4564099 


WQgroOWXPCATION: 
SAN 1068, CALDOUeA 
TOJiacMb («M) aiMai 
fACSDOLIiMQSTMMfT 


November 27, 1996 

The Tallulah International Trust 
c/o Lome House Limited, Trustee 
Lome House 

Castletown, Isle of Man IM91 AZ 
British Isles 


Dear Trustee of The Tallulah International Trust: 

In August, 1996 the Small Business Job Protection Act, the Health Insurance 
Portability and Accountability Act, and the Personal Responsibility and Worit 
Opportunity Reconciliation Act were enacted as l^islation. We will refer to these acts 
collectively as the 1996 Tax Act. The 1996 Tax Act retroactively modified various 
provisions of Internal Revenue Code Section 679. You have request«l us to opine on 
the impact that revised Internal Revenue Code Section 679 has on the transfer of 
appreciated assets from a foreign situs asset protection trust to a foreign corporation 
which is wholly owned by a foreigH'seccled grantor trust. You have also requested tis 
to opine on whether the transfer of ^predated assets by a United States citizen and 
resident to an asset protection trust is subject to the imposition of an excise tax under 
Internal Revenue Code Section 1491, and whether a subsequent transfer of such 
appreciated assets by the asset protection trust to a foreign corporation is subjea to an 
excise tax. 

Before we provide you with our analysis of these issues we wish to make you aware 
that this opinion is merely an expression of our learned views with respect to these 
issues. Our opinion does not command any legal authority and may be rejected by a 
government oHidai, agency, private party, or anyone else. Thus, tl^ opinion has no 
binding authority or official status of any kind, type, or charaaer. We cannot assure 
you or anyone else that the opinions and conclusions contained in this opinion letter 
will be sustained by the Internal Revenue Service, any court of law, or anyone else. 
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Our opinions represent our views on these issuesy but the^ do not represent our 
guarantee that they will be followed or accepted by anyone else, and we expressly 
disSaxm any responsibility or liability in the event our views are not followed or 
accepted. 

In addition, this opinion does not cover or address any issues not expressly covered 
herein. This opinion is strictly limits to our interpretation of the United States 
federal income tax consequences that ^ likely to arise as a result of the transaction 
-d escribed h e reinbelow^ — - — — — 

This opinion is based on the status of the pertinent United States tax laws as of the 
date in which this opinion is written. The tax law changes very rapidly, and should 
there be any change in the applicable law or the facts and drcumstani^s relating to the 
events described herrin, the opinions expressed herein would necessarily r^uire a 
reevaluation in light of such changes. 

There is no assurance that die Internal Revenue Service or anyone else will not mbe 
issues that have not been addiessed herein. 

For the sake of brevity, our discussion of the applicable legal principles will omit 
certain cases and other authorities that may apply to the faas and circumstances of 
these matters. We will take them into accoimt in issuing this opinion, however. 

In the event there is any change in the tax principles or laws applicable to our opinions 
herein, we specifically disclaim any undertakli^ or obligation to advise you or anyone 
else of any such changes that may hereafter occur. 

Our opinions are based on the correctness of the facts and circumstances set forth 
herein, and our understanding that the factual scenario set forth herelnbelow is 
complete, accurate, true, and correct. 

The Internal Revenue Service, other government agencies, and courts each possess the 
ability to challenge the legitimacy and reality of an entity or a transaction and can 
claim that an entity or a transaction are something other than what the parties 
intended them to be. Government authorities can recharacterize a transaction into 
something other than what the parties intended. 

There are numerous instances when the Internal Revenue Service, judges or juries are 
in error. They are not infallible. They can thus misread or misapply the legal 
principles involved in the case, leading to a tax result or other legal consequence that 
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may be contrary to what the taxpayer anticipated, and leading to a tax result or other 
legal consequence that may be wrong. 

The Internal Revenue Service, other governmental agencies, and the courts generally 
examine the substance and business purpose and economic reality behind a transaction 
in a very careful manner to determine if the transaction is genuine and is to be granted 
recognition in the form presented for tax purposes. 

Consequently, we need to caution you that the Internal Revenue Service, other 
governmen ta l ag enci e s , o r a court mi g ht view the transactions that are thelubiecrof 
this opinion in a manner differently than either you or I would view them. 
Nonetheless, it is our opinion that the anticipated United States taxation consequences 
that are applicable to the transaaion will be as indicated herein. 

Our analysis does not address United States, stale, municipal, or foreign income taxes, 
inheritance taxes, gift taxes, estate taxes, property taxes, sales taxes, use taxes, bulk 
transfer tax, transfer tax or any other taxes or duties of any kind, type, or charaaer 
other than the United States federal income tax consequences, income withholding tax 
purposes, and excise taxes described hereinbelow. 

You should be aware that the Internal Revenue Service can charge interest on tax 
deficiencies and can impose numerous penalties if it disagrees with the tax treatment of 
the reported transactions. 

It is our view based on the information presented to us as expressed herein that it is 
more likely than not that the anticipated federal United States tax treatment relating to 
the matters discussed herein will he as we opine herein. 


Factual Foundation. 


1, Sam Wyly is a United States citizen and resident who resides in the State of Texas. 

2. Sam Wyly transferred non-statutory stock options to The Tallulah International 
Trust, a foreign situs grantor trust that is recognized as a “grantor trust" for United 
States income tax purposes. 
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3. The Tallulah International Trust transferr«i the non-staiutory stock options to 
Yurta Faf Limited, a Manx resident private coiporatioa of which the sole 
shareholder is a foreign-settled Manx situs trust which was a grantor trust for 
United States income tax purposes as of the date of the transfer, February 22, 1996.* 


Because the trustee of The Bessie Tiusc, Lome House Limited, retains ceitaiii powers over the Bessie 
Trust, it is likely- chat Lome House Limitttl will be treated as a nonadveise party for purpose of the 
grantor trust rules, wd The Bessie Tn»t will therefore be held to be a grantor trust for United States 
tocome tax purposes. — - — - — 

Generally, tmdcr the “grantor tnwt* rul«i (Internal Revenue Code Sections 671-679), a grantor or 
nonadverse party who retains certain rtghci or powers for the beneht of the grantor is tmated as the 
owner of the m^t’s assets without legaid to whether the grantor is a domestic or foreign person. The 
sole shareholder of Yurta Fal limited is a foreign-settled Manx situs trust. The Bessie Tnm. It is likely 
tbi^ Hie Bessie Trust is a grantor trust for United States income tax purposes because The ^ssie Trust 
Agreement confers two powers, among others, to the Trustee including the power to? © distribute 
mm income to the grantor which is a ^antor trust power under Interna! Remme Code Seaion 
677(a)(1) (see Section 5, paragraph 2, page 13-14 of The Bessie Trust); and (ii) apply trust income to the 
payment of premiums on poUci^ of insurance on the life of the grantor which is a grantor trust power 
under Inter^ Revenue Code Section ^7{*)(3) (see Section 8, paragraph (l)(c), page 17 of The Besrie 
Trust). 

Internal Revenue Code Section 677(a)(1) provides in pertinem part that “nThe grantor shall be treated 
as the owner of any portion of a tnist... whose income...in the discretion of...a nonadverse patty. ..mzf 
be.. .distributed to the grantor...* [Emphasis added.] 

laiemal Revenue Code Section 674(a)(3) provides in pertinent pan that "|T)hc grantor shall be treated 
as the owner of any portion of a trust.. .whose inc<Kne..in the discretion of.. .a nonadverse party...vnxy 
be...app1ied to the payment of premiums on polides of insurance on the life of the grantor...* 

Consequencly if a nonadverse party has retained the power to distribute trust income to the grantor, 
and to apply trust income to the payment of premiums on policies of insurance on the life of the 
grantor, The Bessie Trust will be held to be a grantor trust for United Sutes income tax purposes. 

It is likely that Lome House Limited as trustee of The Bessie Trust U a nonadverse party for purposes 
of the “grantor mist" rules (Internal Revenue Code Sections 671-679). 

Under Intemri Revenue Code Section 672(a), an adverse party “...means any person having a 
substantia] fwneiicxa] Interest in a trust which would be adversely affected by the exercise or 
nonexerdse of ihe power which he possesses respecting the trust.* [Emphasis added] 

Under Internal Revenue Code Section 672^) a nonadverse pasty "...means any person who is not an 
adverse party.* 

Income Tax Regidation Section l,672(a)-l provides in pertinent part that "...an adverse party is 
as any person having a substantial beneHcial interest in a trust...A trustee is not an adverse party 
merely because of his interest as tnistee...” [Emphasis added.} 
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Lome Hoxise Limited is an independent Manx tmst <x)itipacy that professionaUy admimsteix trust 
assets (see factual recital). 

Lome House Luniicd is not a beat^ctary of The 'Bessit Trua, and does not have a substazmal 
beaehcial interest in the trust {stx TLe Bessie Trwt). Lome House Limited holds a power of 
disposition over the beneficial enjoyment of income and corpus, and retains the power of application 
of trust income for the payment of premluins on life insurance policies on the life of the graxt!^. 

Private Lener Ruling 9 508CP7 states “..la] trustee, an nrithnui a KulKuniial 

-iuieresl in iUe tiCist, holdlmg] a pow^~^ dkp^tion over the beneficaa! cnjoynumt of income and 
corpus.. .is a non^ver^ ••• * (While a private letter ruling may not be us^ or citni as precedent 

it provides us with an indicadon of how the Internal Revenue Service may rui<^ see Internal Revenue 
Code Section 61100.) 

Thus, Lome House Limited, an independent Manx corporation, which administers the assets of The 
Bessie Trust, retains a power of disposition over the beneficial enjoyment of trust income and corpus, 
and retains a power of application of trust income for the payment of premiums on policies of 
insurance on the life of the grantor, and thus should similarly be treated as a nonadveise party. 

While The Bessie Trua does not expressly prohibit the trustee of The Bessie Trust, Lome House 
Limited, from appointing assets to itself for its own benefit, such power would be subjea to the prior 
written approval of the Protecton as provided under section 3, paragraph 2, page 9 of The Bessie Trust 
Agreement. Furthermore, The Trustee of the Bessie Trust is not a beneficiary of Tlic Bessie Trua. 
Thus, the trustee^s hypothetical ability to appoint trust assets to itself is unlikely to constitute a 
^substantial beneficld inters* for purposes of Internal Revenue Code Section 672(a), and the trustee 
is unlikely to be deem^ m adverse party thereunder. 

The Tax Court in CUir Satwg g % Commissioner Internal Reventte. 4 T.C 286 (1944), held that the 
grantor’s spouse as the trustee of multiple trusts was a nonadverse party because "..in order for her to 
benefit from either of these crusts she would have to outlive the survivor of the two minor children 
and tl^ir issue, if any. To hold {that] such a remote possibility of receiving benefit constitutes a 
^subaantlal adverse interest* would do violence to the meaning of the word 'substantial’ and to the 
intent of Congress, when, in enacting the Revenue Act of 1932, h added the requimnent that the so- 
called adverse party must be more thim a moe beneficiary ‘having a very minor interest’ and that the 
interest must be substantial.” Internal Revenue Code Secuoa 167 of the 1938 Act, Income for Benefit 
of Grantor (which was the relevant section for this case), provided in peitioeat part that ’^WJbere any 
part of the income of a trust ...in the discretion.. .of any person not having a subsuntial adverse 
interest in the disposiuon of such part of the income, may be held or accumulated for fixture 
distribution to the grantor.. .the [sic] such pan of the income of the trust shall be included in 
computing the net income of the grantor." Current Intenial Revenue Code Section 677(a)(2), Income 
for Benefit tf Grantor, provides comparable language status in pertinent part that THhe grantor shall 
be treated as the owner of any portion of a tnxst...whosc iQcome...ui the discretion of...a nonadvent 
party...Taxf be.. .held or accumulated for future distribution to the grantor..." Thus, the legislatiue’s 
intent under both stanites is similar, as the words "...any person net having a substantial adverse 
intwest..." are directly substituted by the words “...in the discretion of.. .a nonadverse party..." 
Consequently, the Court’s holding in Savage. i.e. that a trustee’s remote possibilky of receiving a 
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4. It has come to our attention that the facnial recitals in our opinion letter of 
February 22, 1996 inaccurately stated on page three (3) that *The Tallulah 
International Trust will transfer the noa*statutory options to an underlying foreign 
corporation that is wholly owned by a foreign situs non-cantor trust* (Emphasis 
added.)^ Instead, the February 22nd opinion letter should have stated that the non- 
statutory options were transferred by The Tallulah International Trust to a foreign 
corporation wholly owned by a foreign situs grantor trust settled by a foreigner. 
We have been requested not to revise our analysis of our February 22“* opinion 
letter in light of this misstatement of fact, and consequently we do not express any 
opinion that relates to this issue. — — 


benefit bom the trust does not constitute a substantial adverse interest, leads tis to conclude that such 
trustee would likely be a nonadverse party will respect to such mist. 

Before Lome House Trust Lunited could benefit from Tlw Bessie Trust it wouU have to seek the 
approval of the U.S. Protectors to the trust. Under the Tax Court’s holding and rationale in it 

is unlikely that the trustee, Lome House Trust limited, holding such a remote interest in the trust, 
would be held to be an adverse party having a 'substantial bmelicial interest* in die trust under 
Internal Revenue Code Secti^ ^^^00 Income Tax Regulation Section 1.672(a)-l. 

Furthermore, there is welhcstablished case law affirmmg the trustee’s duty as a fiduciary not to engine 
in self-dealing. The Supmne Court of Oklahoma held in Pint Naziortal Bank of Wichita Falls W.F. 
Stricklin. 347 P.2d 652 (1959), that *XA] trustee is a Hdudary of the highest order, who is required 
meticulously to observe the fiduciary relationship and to perform the obligations of a trustee to the 
cestui que trust, and he is held to a high standard of conduct with respea to administration of the 
trust. A trustee not only has the right, but it is bis duty, whenever necessary to proper administration, 
preservation, and execution of trust..." In Graves a. Commisaoner of Internal Aetigwxe. 92 T.C. 1294, 
(1989) the Tax Court held that *...[a] trustee ...[muscl.jux in good faith, in accordance with her 
ridudaiy responsibility, and safeguard and conserve the trust principal." If Lome House Limited 
attempted to appoint assets to itself for its own benefit it wo^d be acting in contravention of its 
fiduciary responsibilities. As a final note, if Lome House limited fiuled to exercise its fiduciary 
responsibilities, the beneficiaries could enforce dbetr rights in a court of equity (see Estate ^ King 
Qmmission er of Internal Revenue Service. 37 T.C. 973 (1962)), 

Because of the remote and unlikely possibility that Lome House Limited would benefit from The 
Bcisie Trust, and because Lome House Limited, as a trustee of The Bessie Trust, bears a fiduciary 
responsibility to conserve and preserve mist assets, it is Ulrely that Lonw House limited would be 
treated as a nonadverse party for purposes of Internal Revenue Code Section 672 and Internal Revenue 
Code Samon 677. 

We have not been asked to redraft our opinion letter m light of thi* nussutcmeni of fact. While we 
pr^ently believe this misstatesnenc of faa is not egre^ous and should not impaa the overall 
statements expressed in our February 22“* opinion letter , we have not been requested to ei^otmd on 
the impact that this misstatement of fact may have had on our analysis. 
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5. We have been advised that the sole shareholder of Yurta Faf Limited, a Manx 
corporation, is a foreign situs grantor trust, The Bessie Trust. 

6. We have been advised that the grantor of The Bessie Trust, Mr. Keith King, is a 
British subject and resident of the Isle of Man. Mr. Keith King is a nonresident 
alien for United States income tax purposes. 

7. We have been advised that Mr. Keith King, the grantor of The Bessie Trust, is not 

an officer, manner, or agent of Yurta F af Limited. 

B. We have been advised that Mr. Keith King, the grantor of The Bessie Tnrst, is 
unrelated to The Tallulah International Trust or the grantor of The Tallulah 
International Trust. 

9. We have been advised that The Bessie Trust has two U.S, trust proteaors, and 
neither one of the trust protectors is related to the grantor of The Bessie Trust, or 
the Tallulah International Trust or the grantor of The Tallulah International Trust. 

10. Yurta Faf Limited, a Manx corporation, issued a private annuity to The Tallulah 
International Trust in exchai^ for the receipt of non-statutory stock options of an 
equivalent value. Neither any gift element nor any "bargain sale element" was 
intended to be made by The Tallulah International Trust with respect to this 
private annuity transaction. 

U. The transfer of the non-statutory options by The Tallulah international Trust to 
Yurta Faf Limited is not and is not intended to be, a payment of paid-in capital or a 
contribution of capital to the foreign corporation, Yurta Faf Limited. 

12. The Tallulah International Trust does not have any retained interest in the 
property transferred in exchange for the private annuity. 

13. We further understand that the private annuity payments are not chargeable to or 
dependent upon the non-statutory stock options transferred by The Tallulah 
International Trust in exchange for the annuity. Any income generated by the 
non-statutory stock options will belong to the foreign corporation outright, and 
will not be chargeable to the annuity payments. 

14. We understand that the amount of the annuity payments is based on the fair 
market value of the non-statutory stock options exchanged for the private annuity 
at the time of the effective date of the Annuity Agreement and is not based on any 
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income generated by the non-statutoiy stock options transferred for the private 
annuity. 


15. We also tmdersiand that upon the consummation of the Annuity Agreement the 
possession and/ or enjoyment of the non-sutuiory stock options exchanged for the 
private annuity resides exclusively with Yurta Faf Limited, the acquiring foreign 
corporation, and The Tallulah International Trust has not preserved or reserved 
control of any kind or character over such non-sututory stock options or any 
income therefrom that would constitute a retained interest in the possession and/or 


is thus expressly intended that The Tallulah International Trust irrevocably 
surrender the enjoyment, control, ownership, and all economic benefits 
attributable to the ownership of the non-statutory stock options sold in exchange 
for the private annuity. 


16. It is our understanding that Yurta Faf Limited has not at any time transferred 
property or income generated from the property it received in exchange for the 
private aimuity to its parent, a foreign situs grantor trust. The Bessie Trust. 

17. It is our understanding that neither The Tallulah International Trust nor the 
grantor of The Tallulah International T rust is a shareholder, officer, director, or 
agent of Yuna Faf Limited. 

18. It is our understanding that Yurta Faf Limited has retained and intends to continue 
to retain the property transferred by The Tallulah International Trust in exchange 
for the private annuity issued by Yurta Faf Limited. 


19. We have been advised that there were no outstanding encumbrances on the non- 
statutory stock options, and consequently we do not express any opinion that 
relates to this issue. 


20. It is our understanding that the officers and directors of Yurta Faf Limited are 
independent parties, and are not related to the grantor or beneficiaries of The 
Tallulah International Trust. 


21. We have been advised that Yurta Faf Limited is a private resident Manx 
coiporaiion with artive investment activity. 

22. We have been advised that neither The Tallulah International Trust nor Yurta Faf 
Limited are tax exempt companies under Internal Revenue Code Section 501. 
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23. The trustee of The Tallulah International Trust is Lome House Tirol Limited, a 
company incoiporated and existing in the Isle of Man and having its registered 
office at Lome House, Castletown, Isle of Man, British Isles. 


II. An analysis of the anticipated federal income tax consequences, under Internal 
Revenue Code Section 679 as amended by the 1996 Tax Act, that ate likely to 
apply to the sale of non-statutory stock options to a foreign corporation sale 


private annuity of an equivalent value under the circumstances described 
herein. 


To determine whether revised Internal Revenue Code Section 679 applies to the 
transfer of non-statutory stock options from The Tallulah International Trust to the 
foreign corporation we must analyze each party to the transaction under the revised 
statute CO determine whether and how the statute applies to the transaaion. 


A. The Tallulah International Trust was more likely than not a U.S. 
transferor of property when it transferred the non-statutory stock options to 
Yurta Faf Limited, a Manx corporation, in exchange for a private annuity of an 
equivalent value pursuant to Internal Revenue Code Section 679. 

Interna! Revenue Code Section 679(a)(1) states in pertinent part that “[A] United States 
person who directly or indirectly transfers properly to a foreign trust.. ..shall be treated 
as the owner for his taxable year of the portion of such trust attributable to such 
property if for such year there is a United States beneficiary of any portion of such 
trust.* 

Internal Revenue Code Section 679 causes a trust to be classified as a grantor trust for 
U.S. income tax purposes if four (4) requirements are met: (1) the transferor must be a 
U.S. person; and (2) there must be a direct or indirect transfer to a trust; and (3) the 
trust must be a foreign trust; and (4) the trust must have one or more curent U.S. 
beneficiaries.^ Consequently, each of the four requirements under Internal Revenue 


See discussion in Lane and Zarissky, "Federal Income Taxanon of Esutes and Trusts," paragraph 
13.03 (1988). (The four requirements of Internal Revenue Code Section 679 vdth respect to grantor 
trust status, as recited and discussed in Lane and Zaritsky, ate stiH applicable in light of the *96 Aa.) 
Lane and Zaritsky state in footnote 4 of paragraph 13.02 that Tijhe breadth of Section 679 raises 
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Code Section 679 must apply to the transfer before the transaction wiU be subjea to 
Internal Revenue Code 679 for United States income tax purposes/ 

The first requirement is that the transferor must be a United States person at the time 
of the transfer/ Mr. Sam Wyly is a U.S. citizen and resident. 


The second requirement is that there must be a direct or indirect transfer of property 
to a trust/ Mr. Sam Wyiy directly transferred non-statutory stock options to The 



The third requirement is that the trust must be foreign.* The Tallulah International 
Trust is administered by a Manx trust company under the laws of the Isle of Man. 

The fourth requirement is that the foreign trust must have current United States 
bene£ciaries/° The beneficiaries of The Tallulah International Trust include Mr. Sam 


possible consiicudona! questions. In Section 679, Congress has singled out certain foreign trusts for 
treaur^t dissimilar from other foreign taxpayers and from similarly situated US. trusts. It has drawn 
this distinction without rc^ud to whether the grantor or any third person has retained any particular 
power or interest over the trust. Thus, Congress has drawn a distinaion between domestic and 
foreign entities, ba«;d solely on the nationality of the entity. Tax Reform Aa of 1976, Pub. L. No. 94- 
455. 94*^ Cong., 2d Scss. (1976). See H.R. Rep. No. 658, 94* Cong., 2d Sess. (1976) [H.R. Rep. No. 
658]; S. Rep, No. 938, 94* Cong., 2d Sess. (1976) £S. Rep. No. 938J Statf'of the Joint Committee on 
Taxation, 94* Cong., 2d Sess., “General Explanation of the Tax Reform Act of 1976* (Coounittee 
Print) (1976) {“1976 General Explanation*]. 

Sec Internal Revenue Code Section 679(a)(1): Tax Coordinator 2d, paragraph 05601; CCH Federal 
Tax Service, paragraph Dj13.120. 

Internal Revenue Code Section 679(a)(1); CCH Federal Tax Service, paragraph 0:13.120. 

Internal Revenue Code Section 679(a)(1). 

Factual KeckaJ. 

s 

Intemd Revenue Code Sealon 679(a)(1). 

9 

The Talluiah Intemationai Deed of Trust dated March 1 1, 1992. 

10 

Internal Revenue Code Seetkin 679(a)(1). 
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Wyty, the spouse of Mr. Sam Wyly, and the issue of Mr. Sam Wyly, all of whom 
reside in the United States.” 

Consequently, because the transfer of non-statutory stock options by Mr. Sam Wyly 
to The Tallulah International Trust meets all four requirements, it is our opinion that 
under Internal Revenue Code Section 679 it is likely that The Tallulah International 
Trust is a grantor trust for federal income tax purposes and that, the grantor, Mr. Sam 
Wyly, will be treated as the oxtmer of the assets transferred to the trust.*^ 


It is our opinion that if Mr. Sam Wyly, a United States citizen, is treated as the owner 
of assets of The Tallulah International Trust for his taxable year under Internal 
Revenue Code Section 679, it is likely that The Tallulah International Trust will 
similarly be held to be a U.S. transferor under Internal Revenue Code Section 679. 


B. For Internal Revenue Code Section 679 to apply to the transfer of 
non-statutory stock options by The Tallulah International Trust, as a U.S. 
transferor, to Yurta Faf Limited in exchange for a private annuity of an 
equivalent value, The Tallulah International Trust must be held to have directly 
or indirectly transferred property to a foreign trust. It is our opinion that it is 
unlikely that The Tallulah International Trust will be held to have directly or 
indirectly transferred property to a foreign trust pursuant to Internal Revenue 
Code Section 679(aXl). 


The grantor trust rules of Internal Revenue Code Season 579 apply to transfers of 
property by U.S. persons to a foreipt trust whether such tranrfers are direct or 
indirea.*’ 

The Tallulah International Trust transferred non-statutory stock options to a Manx 
corporation. Yurta Faf Limited, which is wholly owned by a foreign situs grantor trust 
settled by a foreigner. In exchange, the foreign corporation issued The Tallulah 


The Talhilah International Deed of Trust dated March 11, 1992. 

CCH Federal Tax Service at Paragraph D:13.60. 

13 

CCH Federal Tax Coordinator at Paragraph D;15.121; Internal Revenue Code Section 679(a)(i). 
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latemational Trust a private annuity of an equivalent value. Because The Tallulah 
International Trust transferred property directly to a foreign corporation, there was 
not a direct transfer by a U.S. transferor to a foreign trust that would tri^er the 
application of Internal Revenue Code Section 679. 

However, Internal Revenue Code Section 679(a)(1) provides that an indirect transfer of 
property to a foreign trust will also result in the application of Internal Revenue Code 
Section 679 for income tax purposes. 



advice memoranda, or general counsel memoranda that defines what is an “indirea 
transfer” to a foreign trust. The only authoritative reference to an “indirect transfer’ 
that we have found is located in the legislative history of Internal Revenue Code 
Section 679. The pertinent examples provided in the legislative history contemplate 
the following methods of indirea transfer: 

1. A transfer of property by a U.S. person to an entity that subsequently 
transfers the same or equivalent property to a foreign trust; and 

2. A transfer of property to an entity over which the U.S. person has 
sufficient control to direct the transfer of the property by the entity to the 
foreign trust.'* 

Specifically, the legislative history to Internal Revenue Code Seaion 679 provides the 
following description of an indirea transfer: 

“A transfer by a domestic or foreign entity in which a U.S. person has an 
interest may be regarded as an indirea transfer to the foreign trust by the U.S. person 
if the entity merely serves as a conduit for the transfer by the U.S. person or if the 
U.S. person has sufficient control over the entity to direct the transfer by the entity 
rather than himself.''^ [Emphasis added,] 


Factual Kecicals, supra. 

CCH Federal Tax Service, para|raph D:t3.121. 

“id. 

H.R, Rep. No. 658 at 209; S. Rep. No. 938 at 219; 1976 General Explanation at 221, 
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The example provided in the General Explanation of the Tax Reform Act of 1976 
states that “if a U.S. person transfers properly to a foreign person or entity and if that 
person transfers that property (or its equivalent) to a foreign trust that has U.S. 
beneficiaries, the U.S. person transferring the property to the foreign person or entity 
is treated as having made a transfer to a foreign trust unless it can be shown that the 
transfer of property to the trust was unrelated to the U.S. person’s transfer of property 
to the fore%n person or entity. A similar rule applies to transfers including certain 
deferred sales) through domestic entities or persons. For example, if a U.S. person 
transfers property to a domestic trust or corporation and that entity subsequently 

treated as having made a transfer of property indirectly to a foreign trust. Moreover, 
transfers to a domestic trust which subsequently becomes a foreign trust may be 
regarded as indirect transfers to a foreign trust.”'* 


Generally, the intent of the legislative history is to apply the grantor trust rules of 
Internal Revenue Code Section 679 to transfers that use a 'straw person” or other 
intermediary entity to effea the transfer.” The legislative history describes the 
traditional step-transaction doctrine, under which steps that are part of an integrated 
plan are ignored and the plan’s final result is considered the direct result of the initial 
20 

Step. 


With respect to the transfer of property by a U.S, person to a foreign entity (trusts, 
estates, corporations, or partnerships) the legislative history does not specify the degree 
or type of control that should be required to treat a series of transfers as an indirect 
transfer to a foreign trust. 

CCH Federal Tax Service at paragraph 0:13.121 states that a transfer to an 
intermediate entity may be regarded as an indirea transfer to a foreign trust by a U.S. 
person “if the U.S. person has sufficient control over the entity to direct the transfer 
by the entity.” 

Because no control standard is provided in either the statute or the legislative history, 
we have relied on commentaries for guidance. The commentaries have suggested two 
types of control exhibited by a U.S. transferor that would be sufficient to compel the 


1976 General Explanatiou at 221, n.7. 


Lane and Zantsky, Federal Income Taxation of Estates and Trusts, par^raph ll.Olflla}, 1988. 


H. 
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classification of a transfer of property to an intermediate entity as an indirea transfer 
to a foreign trust: 

The U.S. transferor must have fundamental voting power over the intermediate entity, 
and/or maintain a position of authority within the intermediate entity to compel the 
intermediary entity to make the ultimate transfer to the foreign trust; or 

[TIhe U.S. transferor and the intermediate entity are related parties drawing on the 
related entity standards of Internal Revenue Code Se crion 707(bl. Internal Revenue 
"Code Section 1235(d), Tntemal Revenue Code Section 15Sl(b), or Internal Revenue 
Code Section 672{{j.^ 

According to Lane and Zaritsky,^ sufficient control over an entity to direct the 
transfer of the property to the foreign trust exists if the U.S. person has such “...clear 
control as majority stock ownership, or sutus as the sole partner in a partnership, or 
the sole trustee of a trust, or the sole executor of an estate, then the U.S transferor 
might be deemed to have acted through such entities in making any transfers to a 
foreign trust.’*^ 

Zaritsky^ additionally proposes that “...the degree of control required for an entity to 
be included in an indirect transfer [might be] dependent upon the method by which 
the transfer from the entity to the foreign trust is made. Thus, the requisite control 
for purposes of Section 679 would be that degree of control, whether by fundamental 
voting power or otherwise, sufficient to compel the intermediary entity to make the 
ultimate transfer, considering the absence of a sound independent business purpose for 
the transfer.” 


Lane and Zaiitsky, Federal Ineeme Taxation Estates and Tntsat 19X8, Paragraph 13.0311] ; Lane and 
Zarlcsky, Federal Income Taxation of Estates and Trusts, Second Edition, 1993 with 1996 Cumulative 
Supplement No. 2, Paragraph 13.03[lla3; Zaritsky, 854 T.M., Foreign Trusts, Estates, and Ben^ciaries, 
at A-12; CCH Federal Tax Service, Paragraph D;13.121; Federal Tax Coordinator 2d, Paragraph O 
5604. 

“id. 

23 

Lane and Zariuky, Federal Income Taxation of EsUta and Trusts (1988) Paragraph 

^*Id. 

25 

Zaritsky, 854 T.M., Foreign Trusts, Estates, and Beneficiaries, at A-12. 
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Neither The Tallulah International Trust nor the grantor of The Tallulah 
International Trust is an officer, director, manager, agent, or shareholder of Yurta Faf 
Limited. 

Thus, neither The Tallulah International Trust nor the grantor of The Tallulah 
International Trust have legal authority to vote shares of Yurta Faf Limited. 


have de jure control over Yurta Faf Limited to compel a transfer of property to a 
foreign trust. 


It is our opinion that based on the aforementioned facts it is unlikely that The Tallulah 
International Trust will be held to have fundamental voting power over Yurta Faf 
limited, or be held to maintain a position of authority within Yurta Faf Limited 
sufficient to compel Yurta Faf Limited to transfer property to The Bessie Trust. 


The second type of control that the Commentaries have suggested results in an 
“indirect transfer" by a U.S. transferor arises if the U.S. transferor and the 
intermediate entity are related parties according to the related entity standards of 
Internal Revenue Code Seaion 707(b), Internal Revenue Code Section 1235((5, 
Internal Revenue Code Section 1551(b), and Internal Revenue Code Section 672(^. * 


The related parties standard identified under Internal Revenue Code Seaion 707(b)” 
contemplates relationships between controlled partnerships, i.e. a partnership and a 
person or two partnerships, wherein the same persons own direaly or indirectly more 
than 50 percent of the capital interest, or profits interest, in such partnership. 


The Register of Directors 8t Secretaries for Yurta Faf Limited provides for two nonresident alien 
directors of Yurta Faf Limited. 


We have been advised that The Bessie Trust is the sole shareholder of Yurta Faf Limited, and no one 
else maintains voting power over the foreign corporation. 

28 

Lane and Zariuky, federal Income Taxation Estates and Trusts (1988) Paragraph 13.03(t{a]. 


Incernai Revenue Code Section 707(b) Certain sales or exchanges of property with respect to 
[Emphasis added.] 
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Neither The Tallulah International Trust nor Yurta Faf Limited is a partnership.” 

Thus, for purposes of Internal Revenue Code Section 707(b), The Tallulah 
International Trust and Yurta Faf Limited are not related parties. 

Internal Revenue Code Section 1235{c^ provides a definition of related persons 
incorporating in its definition any person specified within any one of the paragraphs 
of Internal Revenue Code Section 267(b) or persons described in Intemid Revenue 

dode-SectionJO^^J^ “ — ~~ — 

We have already analyzed the rdated party standards of Internal Revenue Code 
Section 707(b), and deUnnuned that there is no partnership relationship or common 
partnership ownership between The Tallulah Internationa] Trust and Yurta Faf 
Limited as contemplated under Internal Revenue Code Section 7O70i). 

Thus, we will analyze the related party standard under Internal Revenue Code Section 
267(b)” for purposes of its incorporation by reference into Internal Revenue Code 
Seaion 1235(c5.” 


30 

Internal Revenue Code Section 707 Memorandum of Anodatioa of Yurta Faf T. lntirfd, dan»d 
June 23, 1994; and The' Trust De^ of IIm Tallulah laceraattoaal Trust dated to be effective Mbutib ! 1, 
1992. While llie Tallulah International Trust is not a paitnership, The Tallulah International Trust is 
a limited partner in a U.S. limited partnership, ^ee Exhibit B Litnited Partnership Ag^reement of 
Tallulah, Ltd..} Yuxta Faf limited is not a partnership* and The Tallulah Isuenudona! Trust and 
Yurta Faf limited are not engapd in anp partnership activity for related par^ purposes. 
(Confirmation by the Direaors of Yuru Faf Lifted.) 


Internal Revenue Code Section l23S(d) provides that Internal Revenue Code Section 1235(a) 
not apply to any transfer between persons specified urithin any of the pan^raphs of secdon 267(b) or 
. persons described in 707(b). However, for purpo^ a^yioi' Imemal Revenue Code Section 
123S(a): (l) the phrase *25 percent or more* shaU be substkuted for the phrase "more than 50 percent'* 
each place k appears in section 267^) or 707(b)* and (2) paragraph 4 of secdon 267(c ) ahidl be treaud 
as providing that the family of an individual shall include only his spouse* ancestors, and lineal 
descendants. 

33 

Internal Revenue Code Section 267 nates that the flowing i^donships are consiikred related 
parties for purposes of Internal Revenue Code Section 267(b): 

1. Members of a fanuly, induding only brothers or sisters (whether by whole or half Uood), spCKtse, 
am^nors, and lineal descendants; and 
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Internal Revenue Code Section 267{ib)(l) provides for a related party standard between 
members of tke same family, spouses, ancestors, or lineal d^cendants. 

The Tallulah International Trust and Yurta Faf limited^ are not members of the same 
family, mouses, ancestors, or lineal descendants. Thus, Internal Revenue Code Section 
267(b)(1) is inapplicable to the transaction. 

Ihtemal Revenue Oxie Section 267^) (2) states that an individual and a corpomtion are 
TelSiS if mdiFiE^SlTpertent owned in v^ue of the cmtS[dmg^b(3E 
directly or inchrectly, by or for such indavidtraL 


2. An indiv^iia} and a cmpoiatton more than 50 percent in value of the ou ts a nd i n g stock of vdiich is 
0WQ«1, directly or indiiectiy, by or for sudi individual; 

3. Two corporations whic^ aie members of the same of die same controlled group(as defin^ in 
Interna! Revenue Code Section 267(Q); 

4. A grantor and a Sdumary of any trust; 

5. A fiduciary of a trust and a fiduciary of another trust, if the same person is the grantor of bodi 
trujas; 

6. A fiduckiy of a trust and a beneficiary of sach trust; 

7. A fiduciary of a trust and a beneficiary of another trust, if the same person is tfo grantor of both 
trusts; 

S. A fiduciary of a trust and a corporation more than 50 percent in value of <he outstanding stock of 
which is owned, directly or mcfirectly, by or for the trust or by or for a person who is a grantor of the 
trust; 

9. A person and an organization to which section 501 (relating to certain educational 
and charitable organizations which are exempt from applies axxi which is 
controlled directly or indirectly by such person or ^ such person is an individual) 
by members of the family of such individual; 

10. A corporation and a partnership if die same persons 

(a) more than 50 percent in value of the outstanding stock of the corporation, and 

more than 50 percent of the capital interest, or the profiu interest, in the partnership; 

11. An S corporation and another S corporation if the tame persons own nK>re than 50 percent in 
value of the outstanding stock of each corporation; 

An S corporatima and a C corporation, if the same person owns more chan 50 percent m value of the 
outstanding stock of each coiporadmi. 

Intenud Revenue Code Section 267(b}. 

35 

Factual Rechal; Memorandum of Association of Yurta Faf limned, damd June 25, 1994; The Tnut 
Deed of The Tallulah Internauonal Trust, dated to be effective March 11, 1992, rdSects no comimm 
relationship or ownersh^) between The Tallulah International Trust, the grantor of The TaQukh 
In'^raational Trust, Mr. Sam ^yly, and Yurta Faf T 
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Internal Revenue Code Seaion 267(b)(2) is inapplicable because neither The Tallulah 
International Trust nor the grantor of The Tallulah International Trust, Mr. Sam 
Wyly, has an ownership interest in Yurta Faf Limited. 


Internal Revenue Code Section 267(b)(3) only applies to a rdationship between two 
corporations and is consequently inapplicable to the relationship between the Tallulah 
International Trust and Yurta Faf Li m ited because The Tallulah International Trust is 



Internal Revenue Code Section 267(b)(4), Interna! Revenue Code Section 267(5), 
Internal Revenue Code Section 267(6), and Internal Revenue Code Section 267(^ 
define the relationships between two parties to a mot, and Yurta Faf Limiud b a 
corporation and not a trust^’ Thus, those statutory provisions are inapplicable to the 
transaction. 

Internal Revenue Code Section 267(b)(8) applies to the relationship between a 
fiduciary of a trust and a corporation of which more than 50 percent in value of the 
outstanding stock is owned, directly or indirectly, by or for the trust or by or for a 
person who is a grantor of the trust. 

Consequently, Internal Revenue Code Section 267(b)(8) contemplates a relationship 
between The Tallulah International Trust and Yurta Faf Limited in which The 
Tallulah Internationa] Trust has sufficient voting power over Yurta Faf Limited to 
compel an “indirect transfer” from Yurta Faf Limited to another entity. 

The Tallulah International Trust is a grantor trust, and Mr. Sam Wyly is the grantor of 
the Trust. Neither The Tallulah International Trust nor Mr. Sam Wyly is a 
shareholder of Yurta Faf Limited.” Yurta Faf Limited is a Manx corporation wholly 
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owned by The Bessie TrMsU° Thus, The Bessie Tnist is the direct owner of the voting 
shares of Yuna Faf Limited. 

Furthermore, the constructive ownership of the shares of Yurta Faf Limited is 
determined by the grantor trust rules attributing ownerdup to the grantor rather than 
the beneficiaries.*' Thus, Keith King, the grantor, of The Bessie Trust would be 
accorded constructive ownership status of the shares of stock in Yurta Faf 1 imi t ed. 


The Tallulah International Trust.” 

Thus, we believe that Internal Revenue Code Section 267(b)(8) is inapplicable to the 
relationship between The Tallulah Intematicmal Trust and Yurta Faf Limited because 
neither the constructive ownership nor the direct ownership of the shares of Yurta Faf 
Limited is owned by The Tallulah International Trust or its grantor, Mr. Sam Wyly, 
or its trustee, Lome House Trust Limited. 

Internal Revenue Code Section 267(b)(9) refers to the relationship between a person 
and an organization to which Internal Revenue Code Section 501 applies. It is our 
understanding that Internal Revenue Code Section 501** does not apply to eidier The 
Tallulah International Trust or Yurta Faf Limited,** and thus Internal Revenue Code 


Keith King is a nonresident alien individual having no relationship to The Tallulah 


The Deed of Trust to The Bessie Trust dated to be effective February 2, 1994 reflects that bdr. Keith 
King, a nonresideiit alien, is the grantor of The Bessie Tnnt; the Trust Deed of The Tallulah 
International Trust dated to be effective March 11, 1992; the Memorandum of Association of Yuru 
Faf Umited, dated June 23, 1994; reflects no common relationship or ownership between The TaOulah 
Internal Trust and Yurta Faf Limited. 

' An analysis of the grantor trust rales has been conducted within this opinion letter under Section D 
herein, and such analysis and conclusioa is incorporated herein by reference. 

No relauonship for purposes of die related party standards under Internal Revenue Code Section 
267. 

See Factual Recital; See The Tallulah International Trust Deed dated Match 11, 1992. 

Internal Revenue Code Section 501 provides for esempcion hom tax on corporadoos, certain tnises, 
etc. 


45 


Factual Recital. 


19 


CONFIDENTIAL 

PSI00131276 


3619 


Section 267(b)(9) is inapplicable to the rdationship between The Tallulah International 
Trust and Yurta Faf Limited. 

Internal Revenue Code Section 267{b)(10) applies to a rekaiMship between a 
corporation and a partnership, and we have been advised that The Tallulah 
International Trust is a trust and Yuita Faf Limited is a Manx corporation.*^ 
Consequently, Internal Revenue Code Section 267(b)(10) is inapplicable to the 
relationship between The Tallulah Intenutional Trust and Yurta Faf limited. 



corporations. The Tallulah Intenutional Trust is a trust and Yurta Faf limited is a 
Manx corporation.^ Consequently, Internal Revenue Code Section 267(b)(Il) is 
inapplicable to the relationship between The Tallulah International Tiust and Yurta 
Faf Limited. 

Internal Revenue Code Section 267(b)(12) refers to the relationship between an S 
corporation and a C corporation. The Tallulah International Trust is a trust and 
Yurta Faf Limited is a Manx corporation.’* Consequently, Intenul Revenue Code 
Section 267(b)(ll) is inapplicable to the relationship between The Tallulah 
International Trust and Yurta Faf Limited. 

Thus, the related party rules of Internal Revenue Code Section 707(b), and Internal 
Revenue Code Section 1235(d) incorporating Internal Revenue Code Section 267(b) are 
inapplicable to the relationship between The Tallulah International Trust and Yurta 
Faf Limited as analyzed hereinabove. 

The Commentaries have also referred to the related party standards referred to under 
Internal Revenue Code Seaion 1551(b)*’which defines related parties based on a 
percenuge ownership of a transferee corporation by a transferor coiporation. 


Factual Recital, and Memorandum of Association of Yurta Faf limited. 


*7 


Id. 


Internal Revenue Code Seccion 1551 providea for the disaSowance of the benefits of the graduated 
corporate rates and accumulated earnings credit for affiliated corporations. Internal Revenue Code 
Section 1551(b) defines the term control for purposes of Internal Revenue Code Section 155I(i^. 
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As we have stated previously. The Tallulah International Trust is a trust and not a 
corporation, and we have bren advised that neither The Tallulah Intemational Trust 
nor its grantor is a shareholder, officer, or director of Yurta Faf Limited. 

Consequently, the related party standards of Internal Revenue Code Section 707^), 
Internal Revenue Code Section 1235(b) incotporatii^ 257p>), and 15510)) 
inapplicable to the relationship between The Tallulah Intematicnial Trust and Yurta 
Faf limited. 


The final related party standard that the commentaries suggest may result in the 
application of an "indirect transfer" is set forth in Internal Revenue Code Seoion 
672(f). Internal Revenue Code Section 672(f){S) limited the situations where a 
foreigner would be treated as the grantor of a fordgn grantor trust It provides a 
special rule where the grantor is a foreign person and states that 

‘Plf 

(A) but for this subsection, a foreign person would be treated as the owner of 
any portion of a trust, and 

(B) such trust has a beneficiary who is a United States person, 

such beneficiary shall be treated as the grantor of such portion to the extent such 
beneficiary has made (directly or indirectly) transfers of property (other than in a sale 
for full and adequate consideration) to such foreign person."*' 

The indirect transfer rules of Internal Revenue Code Section 672(iQ(S) contemplate a 
transfer from a beneficiary of a trust to the foreign grantor, in which case the 
beneficiary would be treated as the grantor of the trust widi respea to the assets 
transferred.” 

The transaction we are analyzing involves the transfer of non-statutory stock options 
from The Tallulah Intemational Trust to Yurta Faf Limited, a corporation, and thus 


S! 

iQtefaal Revenue Code Section 672(Q(5). 

Ibtemat Revenue Code Section 672®(5) however does not take any gift into consideratioa to the 
extent such gift would be excluded from taxable gifts under Internal Revenue Code Secdon 25030b). 
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does not involve the transfer by a beneficiary to a foreign grantor nncier Internal 
Revenue Code Section 672(^{5).*^ 

The relationships contemplated under the “indirect transfer* rules are inapplicable to 
the relationship between Yurta Faf limited** and The Tallulah International Trust. 

Based on the foregoing analysis including the legislative history of Internal Revenue 
Code Section 679 and commentaries which have interpreted the application of the 

International Trust made an indirea tnmsfer to a foreign trust. 


While the 1996 Tax Act provided addittoaal lasguase to Internal R^rvenue Code Sectioa 672(0* 
substance of loteraal Rervenue Code Sectioa 672^(3} conceraing tntasfen hy a VS. beficficiar 7 to a 
foR^ grantor remains substantial^ die tame. 

54 _ 

Black's Law Dicuonaiy* Fifth Edition (1979) defines a corporate entic^ as T^lbe disdna sutus of a 
rorporation which sets its existence :^>art from the status of ha shardioldeia; its capadtp to have a 
name of its own* to sue and be sued in its own name as wdl as the n^t to bap, se^ lease uid 
mortgage its property in its own name.” Black's Law Dkxioaaap, Fifth Edition (1979) defines a Trust 
in pertinent part as "{A] right of property, real or personal, hdd bp one pax^ for the baie& of 
another...Anp arrangement whereby property is tran^rred wxdi inteimon that it be admmfstered by 
trustee for another’s benefit.” (Emphasis add«L) 
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C. For purpose of lotenud Revenue Code SecHon 679(aXf ) if Yurta Faf 
limited is a corporation ibaviiig a valid busixsess purpose and actrvity, it is 
uidikcly that Yurta Faf limited wiU he disregarded, and ikm a transfer by The 
Tallulah International Trust to Yurta Faf limited should not be treated as an 
indirect transfer from The Tallulah International Trust to the shareholder(s) of 
Yurta Faf limited. 


Courts have generally upheld the corporate enti 
engaged in some purposeful business activity. 


Thus, ibe Uw is weli if a coTporation exiso for a valid business purpose that 

corporation mil not he disregarded.^ 


In Moline Properties s Cammisshser, 319 U.S. 436 (1943)» the Supreme Corurt heM chat TT]N 
doemue of corpora fills a uKfii purpose in bushtess life. Whedier the purpose be to gain an 
advantage under the law the state of incorporation or to avoid or to oompl 7 with the demaocb of 
creditors or U) serve the creator’s personal or undisdesed coovmience, so loi^ as dux purpose is the 
equivalent of business activity or is followed by the carrying on of budness by the corporsuion, the 
corporation remaim a separau taxable entity.' 

^ See ^terV Toyou$ World. Inc, v. ff biterruU Revenue. 81 T.C 184 at 194 emng Rrank 

Ivon Co. V. United !kaSes. 435 U.S. 561 (19781^ Knetseh v. United States. 364 U5. 361 (196Q; 
Commissioner. 710 F.2d 1302 f7th cir. 1983). See U.SJ. Properties Corp. MD. Constmetion Corr^tany. 
Inc.. 860 F.2d 1 (1988) at pp. 7 (recognizing separate corporate identity of substd^uy de^ite evidence 
that subsidiary was wholly-owned by ^grant^Murent* corporatUMi, shared all its officers and directors 
with grandparent, was grossly undercapitalized, and did not pr^are hs own budget, constracuon 
requhemenis, or pc^des and procedures); Jtodripnez ji. SK&P Co. . 833 F.2d 8 (Ist Cir. 1987) at pp. 9 
fercognizing s^urate corporate identity of subsidiary where evidence showed that it operated 
u^ependencly horn its jurent); Topp £. CompAir Itic . 814 F.2d 830 (1st Cir. 1987) at pp. 833 
(recognizing separate corporate idenmy of subddiary h<ddintg company (h^te evidence that re could 
not act without the express permission of Its parent, and that its sole fiusetioa was to serve as financial 
conduit for parent); Lu fo-Vina s. Pueblo hturriatiorsoL Ipc .. 574 FJd 41 (In Cir. 197Q 
(recognizing separate corporate identity of parent where evidence showed h operated independenUy of 
whoUy-owoed subndiary); Candida Merino it Walker, tkeLib Pueblo bsterm^oeud. £{£. 569 F.2d 1169 
(1st C^. 1978) pp. 1170>1173 (rect^nizing separate corporate identity of parent de^ite evidence that 
parent consolidated ks profits and losses with thtf of its wboDy^own^ subsidiary in presentiug 
parent's ^lancial reports to diareholders, that subddiary was considered a *divmon* of parent, and 
that subsidiary accounted for 60% of parent's and subsidiary's emsbined operations). The critical 
factual quenion in & Walker, as In Topp. was not the deg r ee of control die perent exercised over the 
subsidia^, hot wtuther tW two businesses preserved their separate corporare idrariries: TWfiile die 
dcKnii&ents...mdic^ that [the parent] was uUmately the sde beneficiary and director cd [the 
subsidiary's] corporate aodvides, diere is nothing in the record to undermine [the parent's] claim diat 
the two cotporations were separately incorportfed, had separate boards of directors, kqpt eepexzxt 
accounting and tax rMXirds, and had sejMrate fxalines and operadona! petsoooel.' The Court furdier 
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Moline” and its eiiensive progeny make dear that an individual may choose how to 
conduct his business affairs, and the individual may choose to conduct business 
through a wholly owned corporation so long as that corporation actually transacts 
some business or serves some Intimate business purpose. 

After the Supreme Court decid^ Moline, the factual question that many federal courts 
repeatedly analyzed was the tfegme of business purpose and activity necessary for 
recopiition of a corporation as a sqjarate endty. These courts have consisHmily 


qf htsemd Revenm s, State-Adams Cbiy.” demonstrates that a 
corporation’s business activity may be minor and passive and still meet the retpiisite 
standard of minimal business activity. 


reasooed that the clc»e icteitdatton^tp of the coiporauons was iaddental to the pareat’t owneidtip 
of 100% of the subsidiary's sxodt aiul did “not justify igaorui| the otherwUe separate charac^ of the 
two coiponttions," 

57 

Moline iProperties v. Cbmmissioner. 319 U.S. 436 (1943) 

Proper ofaservaace of prondural formalities ouy evidence a corporation's legiumate bimness 
purpose even when the corporation’s sole husittess activity a investment and loan transactions. See, 
lor instance ReptMk Petrolaan Corporation tc United Sums < / Americd. 397 F. Supp. 900 (197^ at pp. 
910. Akhou^ the dedsicMt was affinned in pan and reversed in pan, 613 518 (1980), the 

authority for whhdi this case is cited was not a^cted. In Jiep$Mic Petnieum Corparenon the Internal 
Revenue Service attempted to disregard three ^rporatkms as s^arate uzable esmties beca u se, they 
argued, the three corporarioxu sen^ no useful buriness purposes, The three ^rporarioru were 
etuirely owned and directed by the taxpayer. They had no s<^>arace offices or telephones. Instead, 
they used the taxpayer’s offices and tdephones. The three corporatioiu had no en^iloyees and paid no 
wages. The principal busioess activity of the three corporatioas was the management of a variety of 
investments. Each owned real estate, stocks, and other aisets and had accounts recetvahlc and accounts 
payable. Their income cocmsted mrinly of dmdends, interest, income firom urvestmentt and gains on 
the sales of capital assets. Each corporatioB used its own funds to purchase asseu and satisfy debts. 
Separate books and records were kept and s^mrate board meetia^ were held. 

The court h<dd that the three corporations conducted the requisite amount of busiiKss acxivsty and 
stai^ "...each corporation earned income horn a variety investments, bought and sold assets and 
loaned and l^rrowed money. The proper corporate form was foUowod for all transactions. In both 
quantum and quality, this consiAenc corporate activity, despite the lack td^hones or en^loyees, 
exceeds that whkdi the Supreme Court and many lower courts have recognized n suffidenx to 
sacisfyr the MoUne and Ntmontd Cerhide standards.* 
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In State-Adams Corp. title to property was transferred to a corporation newly formed 
for that purpose in exchange for its capital Kock. At the same time, the long term 
lease was assigned to the corporation in return ioi its promissory note payable to the 
life tenant, the interest on the note being etjuivaleat to the amount of rent received 
from the leased property. At no time did the corporation have a bank account or 
maintain an office other than the required statutory one. frs only ex]»nse consisted of 
bank service fees, legal fees and frmdiise taxes. Since the interest parents were 

refund the debt by notes at a higher interest rate when the rental income increased 
pursuant to the terms of the lease. The corporation’s only activities were the holding 
of the lease and title to the property and the taking of stqis necessary to cononue its 
corporate existence. The corporaticHt did not engage in any activity not connectni 
with the leased property. The court held that a corporation formed to fitdlitaie the 
devolution of property, which merely holds title, collects rents from lessees and 
distributes the income has engaged in business and will be taxed as a separate entity. 

Later cases have explicitly articulated a “minimal* standard of business activity and 
purpose. The Fifth Circuit stated in Brig United States “ that “[b]usin«s activity is 
required for recognition of the corporation as a separate taxable entity; [and] the 
activity may be minimal.”*' 

Similarly a District Court stated in Lane a United States ^ that the “degree of 
corporate purpose and activity requirii^ recognition of the corporation as a separate 
entity is extremely low, and business activity may be minimal to be considered as 
having a business purpose.**^ 


Gffmmfmfnrr of Intemd Rmnoe a Sutte-AJami Qbiji., (Znd Or. 19«(9 28> F.2d 395, celt denied, 
1961, 365 U.5. 944, reversed a d cd aina of the Ta* Coun which disregarded the separate existence of a 
oorporacioa. 

£ United States <5th Or 1970) 431 F.2d 227. 

“id. 

62 

Lanf v. United States . 535 F. Supp. 397 (1981). 

Id at 400. 
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The court in Lane u United States ” applying this standard and citing jj. 

Commissioner held that “a corporation has a sufficient business puipose, for purposes 
of federal taxes, if the only reason for forming the corporation is to obtain financing, 
when the usury laws of a state would otherwise deny a stockholder similar financing 

• L' 

in ms own name. 


If a corporation has the requisite business puipose and activity, the Fifth Circuit went 
so far as to hold in ggsJflT E Commissioner" that not only must the corporate form be 

be a corporation, partnership, or sole proprietorship, absent fraud, undue influence, or 
mistake.^ 


Consistent with this reasoning, the Fifth Circuit recently stated in Bramhlea jj. 
Commissioner that the ‘business of a corporation is not ordinarily attributaUe to its 
shareholders,’ emphasiziug that the corporate entity will be upheld so lor^ as there is 
*... at least one major independent business reason to form [a] corporation.. .[such 
as].. .to insulate the partnei^p and the partners fixim unlimited liability from a 
multitude of sources.*™ [Emphasis added.] 

The Tax Court also respects a corporation’s separate existence when miniTral business 
activities are transaaed. In Rofjen. the second coiporadon had no office (other than 
that of its registered agent, as required by state law), had no salaried officers or 

Lane 0. 1/71014 States. 535 F. Supp. 397 (1981). 

£5 

2L Commisa mfr. 66 T.C. 12 (1976)» widiout opuuoii (2nd CLr. 1977). 

** Id. at 400. 

Si Cammissioner. 641 F.2d 376 (Sth Ctr. 1981) 

States, 535 R Supp. 597 at 400 (1981) cmae Specter «. Commbsioagr. 641 F.2d 376 (5th 

Cir. 1981). 

69 

St Commissione r of rntemal 960 R2a 526 (1992) 

70 

Ida 533. 

BbM £ Bstps © Cemmasimter 34 TCM 1254 (1975). 
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employees, and maintained no books or records. The Court concluded in Jtogen that 
“...its business activities, while admittedly minimal, were sufficient to enable it to carry 
out the purpose for which it was created.” 

Thus, courts have consistently held that if a corporation has a business purpose it will 
not be disregarded. 

Similarly if Yurta Faf Limited has a business purpose it is unlikely that Yurta Faf 
Limited will be disr^arded. 

Since the establishment of Yurta Faf Limited by its shareholders it has conducted the 
following activities: issued a prime annmty," acquired assets, admin i s tered the 
assets,” paid administration fees,” issued a loan,” researched various investment 
opportunities,” and insulated its shareholders from unlimited liability. 

It is more likely than not, under the line of cases cited herein, chat these activities will 
be sufficient for Yurta Faf Limited to be respected as a corporate entity with an 
existence separate from its shareholders. 


Private Annuity Agreement dated to be effective February 22, 1996. 

Yurta Faf Limited acquired non-atatutocy stock options in exchange £or issuing a private annuity. 
Yurta Faf Liouttd has to mai^ and leli aU or some of these ooO'Statutory stock oprions and invest 
the proceeds to pennix it to have liquid funds to pay the deferred annuity p^Tineiits. 

Recitarion of Financial Statemoit dirough September 30, 1996 coafinxied by the Directorv of Ynna 
Faf Limited. 


75 


Id. 


76 


Id. 


77 


Id. 


75 


BrtfmbUtt v. Cbmmtirioner o/‘/wt emtf/Rwien«e 96Q FJd 526(1992) at pp. 533. 
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Additionally, the Memorandum, of Assodation of Yurta Faf limited and the Isle of 
Man Companies Act of 1986, specifically permit Yurta Faf Lijnited to develop its 
business activities further. 

As discussed above courts have recognized legitimate business purpose and activity 
where a corporadoa*s only activities were the mere holding of a lease and title to 
property and die taking of steps necessary to continue hs corporate existence,*°and 
where a taxpayer organized a second corporation to loan and finance die ta:q>aya'’s 
Srs c corporation, “ andwhere die only r eason • fo rferndflg a cotporttion Wa^tootein" 
financing because the usury laws of a state would otherwise deny a stockholder similar 
financing in his own name.*^ 

Thus, it is our opinion that Yurta Faf limited, which has kept separate bank 
accounts,*^ separate corporate records,** issued stock,** eleaed directors and officers,** 


Memozandum of Assodation of Yuru Faf Limited, Paragnph 5, dated June 23, 1994. Ide of 
Companies Act 1986, Fwt I Capacity, Powers and Memoraodusn and Articles, Seoiai 2, {oragraphs 1 
and 2; and under the Isb of Companies Act 1986, Ytma Faf TjmiriN4 

(a) issue and allot fully or partfy^ paid shares in the company; 

(b) issue debentures of the compas]^ 

(cj di^ribute any of the property of the cximpany among the members, in kind or otherwise; 

(cQ give security by chargti^; uncalUd capital; 

(e) grant a floatmg charge on the undertaking or property of the company; 

(Q procure the company to be registered or recognised as a body corporate in any place 
oiuside the Island; 

^ make provision in connection with cessation of the whole or part of the business of the 
company, or of any subsidiary of the company, for the benefit of employees or former 
employees; and 

do any other aa that it is authorised to do by any statutory provision or rule of law. 


' Internal Retfemie £. SUfte-AeUtm Cerp.. (2ttd Cir. 196CQ 283 F.2d 395, cert denied, 
1961, 365 U.S. 844, reversed a decisioa of the Tax Court which disregarded the separate existence of a 
corporation. 


SI ^ 

Danid K Ropm v. Commismner 34 TCM 1254 (1975). 

Lme V. United Suaes. 535 F. Supp. 397 (1981). 

Hie Directors of Yurta Faf limited confirmed tbi * hurt in a written statement. 
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avoided commingling its funds, maintained corporate minutes,” engaged in a private 
annuity transaction,'’and insulated its sharebolders from unlimited lial^ty,” will 
more likely tkan not be held to have a business purpose and have engaged in business 
activities and will not be disregarded for purposes of the transfer of property by The 
Tallulah International Trust to Yurta Faf Limited pursuant to the private annuity 
transaction. 


'While the present activities of Yurta Faf limited will more likely than not be 
recognized as business activities, we caution you that Yiuta Faf T imired must ermtirme , 
■to*honduct its business acuities, observe corporate fonnaliues, and maintain its 
separate corporate existence to continue to be regarded as an ind^)endent corporation. 


Memorandum of Auocutkm of Yurta Faf dated June 23, 1994. 


Id. 


The Direaors of Y urta Faf Limited confumed this fact iu a wntien statement. 




Private Annuity Agreement dated to be effective Febniaiy 22, 1996. 

w . . . . . 

Limited liability means that the iovestois in the corporations are not liable for more rhan 
the amount they invest. It encourages capital formation and the entry of more competiton in the 
marketplace, thus encoura^g competitton. This inceorive exalts because the investor is assured that 
his loss cannot exceed his investment. See Basterhrook 6c FischeL Limited LietUity and the 
Cotporation, 52 U. Chi. L. Rev. 89, 89*90, 98 (1985); R. dark, Qnporete Lem Section 1.1'.2, at Sectioa 
1-10 (1986); Posner The Rights tf Cttditon t^Affiiiated Onpontiom, 43 U. Chi. L. Rev. 499. 502 (1976). 
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D. The sole diareholder of Yurta Faf Limited is The Bessie Trust, a 
foftign settled grantor trust The Besae Trust is a grantor trust settled by a 
nwresident alien, thus Yurta Faf limited should not be subject to U.S. income 
ta^on under the foreign persoiud holding company (FFHC) rules, p erson al 
hoUk^ company (PHC) rules, or Pasdve Forogn Inve^ent Company (PFIC) 
rulis, iMcaase constructive ownership of die shares of Yurta Faf likely 

resdes with the grantor of The Besne Trust, a nonreadent alien, and not with its 
beifefidaries. 


It is our opinion that because of the broad scope of the grantor trust ndes, Revenue 
KnJings involidng stock attribution rules for foresgn personal holding companies 
(FPHC’s), personal holding companies {PHC’s) and general counsel raemorandas, 
constructive ownership of the siuues of Yurta Faf I,imited likely resides with the 
graotor of The Bessie Trust and not with its benefidaiies. 

The grantor trust rules of Internal Revenue Code Section 67J through Internal 
Revenue Code Section 679 provide that grantors and ngt benefidaries of grantor trusts 
are taxable as the ownen of all items of trust income, deductions, and credits. These 
grantor trust rules have a sweeping scope, covering all trusts and providing no 
exceptions.” Internal Revenue Code Section 671(i^ specifically sutes: 


The 1996 Tax Act revised Intenial Revenue Code Section 672(Q. The revised Internal Revenue Code 
Section 672(i^ (1) provides *|N]otwit}istanding any other provision of this cuhpart, this subpan^raph 
shall apply only to the extent such application results in an amount any) being currently taken into 
account (direedy or through 1 or more entities) under this chapter in computing the income of a 
citizen or resident of the United Sutes or a domestic corporation.’’ Currendy there are no regulations 
to interpret this statute. 

Under the pre-1996 Tax Act grantor trust rules (Internal Revenue Code Sections 671-.679), a grantor 
that retains certain rights or posrers was treated as the taxable owner of the trust’s aiseu without 
regard to whether the grantor is a domestic or foreign person. However, under the newly enacted 
Internal Revenue Code Section 672(1^1) notwithstanding a foreign grantor’s retention of any grantor 
powers (other than certain limited powers such as the power to revoke the foreigD trust or to luve the 
trust’s income distributahle to the grantor (or grantor's spouse) during grantor's lifetime), if the 
foreign trust makes a distrihution of income to a U.S. benefidary the U.S. beneficiazy have 
taxable irreome. WhOethis tarcadon of a US. beneficiary of a foieigu grantor trust is in contravention 
of the pre.1996 Tax Act grantor trust regime, it appeara that the statute only applies with respect to 
the taxation of current dinributioiu of income to US beneficiaries. This provinon does not appear to 
disturb the wdl.estahlished grantor trust ntles with respect to constructive ownership of trust assets: 
Internal Revenue Code Section 672(fl(3)(B) provides that "paragr^h (1) sh^ not apjdy for purposes of 
applying section 1296.” Interna] Rm^ue Code Secdon 1296 deals with Passive Foreign Investment 
Companies. The 1996 Tax Act did not modify the PFIC statute other than to exclude foreign trade 
income of a foreign sales corporadon and export trade income of an export trade corporadoo from the 
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“Where it is specified in this subpan that the grantor or another person shall be 
treated as the owner of any portion of a trust, there shall then be included in 
computing the taxable income and credits of the grantor or the other person 
those items of income, deductions, and credits a^dnst the tax of an individual.” 


Corresponding regulations explain that since the grantor of a grantor trust has 
•substantial dominion and control over the trust,” the grantor is subjea to the tax 
consequences of the grant or trust as if ch e t rutt Hid mt m *- — Jneome Tax 


defimdoa of a PHC for porposes of ibe PHC defiohion. CMueqoentlyi it diat bitemal 

Revenue Code Section 672(§(1) does not atcibuce cosstnicdve cnroership of an usdeifyii^ foresgs 
coipontion to tiM U.S. ben^daries of a foreign crust, and thus PHC taoc coueq^iences should not 
applf to such U.$. bene&iianes. 

Thus, Internal Revemse Code Section <»72(Q(3)(b) appean to ipedfica&r prcnruh: that construcuve 
ownership should be attributed to the fordgn grantor of a foreign trust and not its US. beneficianet. 
In axpport of xhk poatbn is the legislative explanadon of PHC stock attribution rules which has not 
been modified by the 1996 Tax Acc. The General Explanation of the Tax Reform Act of 19S6, 
commonly referred to as the Blue Book, was pr epar ed by the staff of the Joint Committee on Taaoamn 
ami rdba^ on May 7, 1987. This public^on indxates diat, in the cases of a grantor trust, the 
grantor trust rules should determine the aitribution of PHC Rock from a trust: 

*ln decermining Rock ownership, a U.$. person is considered to own his or her proportionate 
sham die stock of a PHC owned by any partnership, trust, or estate of which the person is 
a partner or beneficiary (or, in certain cases, granioi) attributing stock owned by a truR, 
it is iniendf^l that the general rules of subcbapter J apply. That is, in tbs case of a prantor 
any stock owned by the trust gmeralh shall be attribuuei to the paottor of the trust, and any stock 
owned by a truR which is not a grantor truR shall be attributed to the beneficiaries of the 
trust.* [l^phasis added.] 

Thus, it ^^ipears that the attribution of PHC stock as explained in the Blue Book coinci d es with 
locecnal Revenue Code Section 672(f)(3)0B), and that constructive ownerah^ of foreign grantor tmx 
assets will continue to be attributed to the ahhou^ inconte distiibuiiom distrdnited by a 

foreign grantor troR to a U.S. beneficiary wiU be taxable to the U.S. beneficiary. 

Akemasrvely, absent clarifying Income Tax Rt^^uladoos promulgate under Internal Revenue Code 
Sectiem 672(Q(3}^), it is possible that Internal Revenue Code Secdon 672(1^(3)^) was intended not to 
affect attribution of the riiares of a forrign corporation underiyiog a foretgn grantor trust, but to 
insure that PHC grartton would be treRed as laxabk grantors. 

92 

Income Tsuc Regulation Section 1.671'2((^ provides: “An hem of income, deduction or cretfit 
induded in compming the taxable iacemae and credhs of a gnmmr or another person under Intemd 
Avenue Code Secdon h71 is treated as if it bad been received or paid direedy by the grantor.” Income 
Tax Regulation Section 1.671~3(aXl) provides ffut *If a grantor or anothtf person is treated as the 
owner of an entire trust (corpus as wdl as or£nary income) he takes into account m cmnpimi^ his 
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Section 1.671-2(b) states that “...the principle underiylng Sui^art E Section 671 and 
following. Part I, Subchapter J, Cha{«er 1 of the Oxle, is in general that income of a 
trust oyer which the grantor or another person has retained substantial dominion or 
control should be taxed to the grantor or other person rather than to the trust which 
receives the income or to the beneficiary to whom the income may be distributed...’ 
Thus, the tmderlying principle of the grantor trust rules and taxation of the grantor is 
that a grantor retaining “substantial dominion and control’ over the trust should bear 
the trust’s lax consequences rather than the benefidary or the trust itself. 

General Counsel Memoranda 3722S, while not to be relied upon or otherwise cited as 
precedent by a taxpayer,” indicates that in the case of a grantor trust the Internal 
Revenue &rvice wil apply the grantor trust rules to determine the attribution of stock 
owned by a trust” 

* We believe that a ^antor who is the owner of a trust under Code Section 671 
et seq. must necessarily be considered the owner for Federal income tax 
purposes of the underlymg trust property”... .fWJe now believe that the 
conclusion in G.C.M. 34389 that the trust is the owner of tbt stock, rather than 
the grantor, is incorrect”. . .Thus, in cases when the grantor is found to have 
the requisite power over all ‘income’ of a trust, the grantor is held to be the 
owner of the entire trust and, inter alia, is taxed individually on all such 
income.* ’’[Emphasis added.] 

General Counsel Memorandum 37228 explains that by statii^ in the grantor trust 
rules that the grantor is considered the “owner* of the trust assets “Coi^ess must have 
meant something more than jua being the ‘owner’ of the ‘items of income, 


income ax UabUicy all itemi of income, deduction, and credit including capital gains and losses to 
which he would hmre been entitled bad the trust not been in existence during the period he is treated as 
owner.* [Emphasis added.] 

n 

Internal Revenue Code Section 6110(i). 

94 

General Counsel Memorandum 37228 (1977). 

Id. at p. 4. 

Id. at p. IS. 

Id. at p. 26. 
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deductions, and credits’ attribuwble to such portion. Otherwise, Coi^ress would 
have enacted language to the effea that the grantor would be treated as 'the taxpayer’ 
with respect to the items of income, deduaions, and credits attributable to the 
appropriate portion of the trust. However, the fact that "owner* is used in the statute, 
with all its significance for tax purposes, implies that ownership of the trust and its 
underlying assets is intended by Congress.* ” 

^en the power causing the trust to be taxed as a grantor trust is later terminated, the 
trust will become the tax owner and the grantor will be viewed as transferring the 
interest to the trust. 

Thus, it is more likely than not that the grantor will be attributed constructive 
ownership of the trust assets including constructive ownership of the stock of Yurta 
Faf Limited.”* 

The Internal Revenue Service has applied the grantor trust rules to stock attribution 
rules for Foreign Personal Holding Companies ^HC’s) and Personal Holding 
Companies pHC’s). 

The grantor of The Bessie Trust, is attributed grantor trust status because a nonadverse 
party has retained at least two grantor trust powers over the trust: (1) the power to 
cause the trust income to be distributed to the grantor without the approval of an 
adverse party; and (2) the power to cause trust income or principal to be applied to 
insurance policies on the grantor’s life, as well as other lives.™ Because a nonadverse 


Id. at p.6. 


Other inrtanceg in which the latertud Reveaue Sendee hdd tiutt the grantor was the owner of 
asseu in a grantor trust include General Counsel Memorandum M547 published as Revenue Ruling 
M4t and Revenue Ruling 70-545. In these rulings, pools oi mortgages (guaranteed hj a mortage 
company) wese found to be grantor irustSi holders of participKioo certificates were treated as ownos 
of ti:^ proportionate shares of the assets of the trusts. Le.. the mortgages, hi OJ4. 17909. stock heU 
by a grantor trust was treated as owned by the gruitor under Internal Revenue Code Section 368(c). In 
Revenue Ruling 77-402 the grantor was considered the owner of all the trust property for federal 
income tax purposes, including the partnership interest held by the trust, and the grantor ratlter dum 
the trust was considered to be the partner duri^ the time the trust was a “grantor tnist.* 

101 _ _ 

See Footnote 137. 

102 ^ „ 

S« Footnote 137. 
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party tas retained these requisite grantor trust potwers over The Bessie Trust, the 
grantor, should be attributed grantor trust status and be held to be the owner of the 
entire trust. Because the grantor is a nonresident alien who is not subject to taxation 
in the United States, it is unlikely that Yurta Faf Limited will be held to be a Foreign 
Persona! Holdii^ Company ^HQ, Personal Holding Company {PHQ, or Passive 
Foreign Investment Company (PFIQ for United States income tax purposes. 


El It is anlikrf ytitat the non-statutory stock options traisferred by Mr. 

Sam Wyly to The Tallulah Internatio&al Trust, a grantor trust, will be sub^ to 
an excise tax under Intenud Revenue Code Section 1491; it is dmiiarly uniikdy 
that a subsequent transfer of such non-statutory stock options by The Tallulah 
International Trust to Yurta M Limited in exchange for a private annui^ of an 
equivalent value will be subject to an exdse tax under Internal Revenue Code 
Section 1491. 


An excise tax is imposed on certain transfers of appreciated property by a domestic 
entity or individual to a fismgn corporation when such transfers constitute paid-in 
surplus or a capital contribution to the foreign corporation; an excise tax is similarly 
imposed on transfers of appreciated property by a domestic entity or individual to a 
foreign trust, foreign estate, or foreign paitneiship.'°* 

It is our understanding that Mr. Sam Wyly, a United Sutes citizen and resident, is the 
grantor of the Tallulah International Trust, a grantor trust, and that he transferred 
appreciated assets to this trust. The federal income tax treatment of appreciated 
property transferred by an indrvidtral to a foreign trust that is a grantor trust is 
explained in Research Institute of America Federal Tax Coordinator 2d at Paragraph 
0-3701 as follows: 

'The [excise] tax does not apply to the transfer of appreciated property to a 
foreign trust if the grantor is treated as the owner of the trust under the grantor trust 
rules. This is because the grantor, beu^ treated as the owner of the trust, continues to 
be the owner of the property transferred to the trust. The tax is imposed only at the 
time the grantor ceases to be the owner of the trust, i.e., when he relinquishes or loses 
the right or power that caused the grantor trust rules to apply.”’” 




Internal Kevenue Code Section 1491. 
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Consistent with this reasoning, the Internal Revenue Service in Revenue Ruling 87-61 
ruled that *[T]he transfer—of appreciated property to a foreign trust is not a transfer 
subject to the tax imposed by section 1491 of the Code because [the grantor] is treated 
as the owner of the entire trust within the meaning of section 671.” 


As noted above, Mr. Sam Wyly, a United States citizen and resident, transferred 
appreciated non-statutory stock options to a foreign situs grantor trust, The Tallulah 



recognized as a grantor trust under the grantor trust rules of Internal Revenue Code 
Section 671 through Internal Revenue Code Section 679, and the transferor of the 
appreciated as^ts to The TaEulah International Trust is the grantor of The Tallulah 
International Trust.'°’ Thus, Mr. Sam Wyly, who b treated as the owner of the 
Tallulah International Trust, continues to be die owner of the assets transferred to the 
trust. Under these circumstances and based on the foregoing, it is our opinion that it 
is unlikely that the grantor's transfer of appreciated assets to The Tallulah 
International Trust will be subject to excise tax under Internal Revenue Code Section 
1491. 

It is our further understanding that The Tallulah International Trust subsequently 
transferred such non-statutory stock options to Yurta Faf Limited, a foreign 
corporation, in exchange for a private annuity of an equivalent value. Because this 
transfer is not paid-in capital or a contribution to capital to Yurta Faf Limited, it is 
unlikely to be subject to the excise tax under Internal Revenue Code Secdon 1491. 

General Counsel Memoranda 37329 states in pertinent part “[B]y its terms. Code 
Secoon 1491 is inapplicable to a foreign corporadon [u^ess] appreciated stocks or 
securides are transferred as paid-in surplus or as contributions to capitaL"'’* [Emphasis 


Research limicute of America Federal Tax Coordinator 2d at Paragn^h J-5256. 
Rcn^ue Ruling 87-61 at pp. 9. 

Factual Recital^ supra. 

Factual Recital, supra. 

General Counsel Memorandum 37329- 
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GENERAL ASSIGNMENT FROM THE CRAZY HORSE TRUST 
TO THE SETTLOR OF THE CRAZY HORSE TRUST. 


This General Assignment is dated to be effective the 3 1* day of December 1996, and is 
executed by The Crazy Horse Trust through its Trustee Aundyr Trust Ck)mpany 

as the Assignor, which hereby assigns, transfers, and conveys any and al! of The Crazy 
Horse Trutt*s interest in the Trust assets to Mr. Sam Wyly, the Assignee and Settlor of 
The Craj^ Hor« Trust. 




WHEREAS, the Trustee has determined that it is in the best interests of all parties to 
The Crazy Horse Trust to decant such Trust, and assign the Trust assets to the Settlor 
of The Crazy Hor^ T rust, Mr. Sam Wyly; and 


WHEREAS, the Trustee hereby transfers, conveys, assigns, and sets over to its Settlor, 
Mr. Sara Wyly, all of The Crazy Horse Tnjst*s assets; and 


WHEREAS, The Crazy Horse Trust has acknowledged and agreed that the Assignee, 
Mr Sam Wyly, shall assume all of Assignor’s duties and performance obligations under 
any contracts which are part of the Trust assets which have been assigned by The 
Crazy Horse Trust to Mr. Sam Wyly herein. 


NOW THEREFORE, this General Assignment hereby transfers to Mr. Sam Wyly all 
of The Crazy Horse Trust's right, title, and interest in and to The Crazy Horse 
Trust’s assets which are assigned herein. 
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Exclusive Right. 


1 , This Assignment provides the assignee with an exclusive right to collect on any 
contract right or assets transferred to the Assignee, Mr. Sam Wyly 


Authority to Act and Collect. 


2. Full authority is conferred on Assignee to perform all lawful acts deemed 
necessary by Assignee, or its agents, including but not limited to acting in accordance 
with any contract right transferred under this General Assignment, and to collect, 
receive, and accept any benefits accruing under such contract rights transferred 
pursuant to this General Assignment. 


Assumption of Duties and Obligations. 


3. In complete satisfaction of the rights of the Grantor and in consideration for 
the assumption of the liabilities by such Grantor, The Crazy Horse Trust does hereby 
assign, transfer, and convey all of its right, title, and interest in and to all of Its 
property, both real and personal, tangible and intangible, whether known of 
unknown, to the Grantor, Mr. Sam Wyly. 


Time of Essence. 


4. Time is of the essence in this Assignment, 


Effect on Heirs and Successors. 


5. This .Assignment and each of its provisions shall be binding on and shall inure 
to the benefit of the respective heirs, devisees, legatees, executors, administrators, 
trustees, successors, and assigns of the parties to this Assignment. 
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Amendments to Assignment. 


6, This Assignment may only be amended by a writing signed by the party against 
whom or against whose successors and assigiB enforcement of the change is sought. 


Effect of Partial Invalidity. 


7 . If any term, provision, or application of this Assignment is held invalid or 
unenforceable, the remainder of this Assignment and any application of the terms and 
provisions shall not be affected thereby, but shall remain valid and enforceable. 


Governing Law. 


8. This Assignment shall be governed by and construed in accordance with the 
laws of the Isle of Man, 



Mr. SamWyly 
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ACKNOWLEDGMENT OF RECEIPT OF TRUST ASSETS 


This Acknowledgment of Receipt of Trust Assets is dated to be effective the 31” day of 
December 1996 by and between Sam "Wyly, and THE CRAZY HORSE TRUST 
through its Trustee, Aundyr Trust Company Limited, located at Castle Hill, Victoria 
Road, Douglas, Isle of Man, IM2RB British Isles. 


WIINESSEIH 


WHEREAS, this Instalment is supplemental to The Crazy Horse Trust established on 
the 21” day of December 1995; and 

WHEREAS, the Trustee has transferred, conveyed, and assigned the Trust assets to the 
Senior of the Trust, Sam Wyly, pursuant to the General Assignment of December 31, 
1996. 


NOW THEREFORE, in exercise of the General Assignment transferring the Trust 
Assets to the Settlor, Sam Wyly, Sam Wyly hereby acknowledges receipt of such Trust 
Assets, and hereby covenants with the Trustee that he will pay all costs, expenses, 
duties, impositions, taxes, or other liabilities which are or may become properly 
payable with respect to such Trust Assets which arise after the effective transfer of the 
Trust assets from the Trustee to Mr. Sam Wyly 


IN WITNESS WHEREOF, the parties have caused their respective Common Seal to 
be hereunto affixed the day, month, and year first above written. 



Permanent Subcommittee op l avestiaations 

FXHTBIT #66 - FN 688 


CONFIDENTIAL 

SECIft0081304 

PSI00093171 




3639 


ASSIGNEE’S CONSENT AND ACKNOWLEDGMENT TO 
ASSUME DUTIES UNDER ANNUITY. 


ASSIGNEE’S CONSENT AND ACKNOWLEDGMENT TO ASSUME DUTIES 
UNDER ANNUITY ( “Assignee’s Consent”) is made and entered into to be effective 
this 31" day of December 1996 by and between the Assignee of the Private Annuity, 
Sam Wyly, and the Obligor, LOCKE LiMl’iLL) anlsIe o^TKIan corporation focaceTai 
do IFG International Limited, Castle Hill, Victoria Road, Douglas, Isle of Man, 
IM2RB British Isles. • 


WITNESS EJH 


' WHEREAS, LOCKE LIMITED Is the obligor under a private annuity dated to be 
effective the 22’“^ day of February 1996; and 

WHEREAS, Mr. Sam Wyly is the assignee of such Private Annuity Agreement; and 

WHEREAS, Mr. Sam Wyly, is the individual on whose life the Annuity is based; and 

WHEREAS, the Obligor, LOCKE LIMITED, agrees and consents to the assignment 
of the private annuity agreement to Mr. Sam Wyly; and 


NOW THEREFORE, Mr. Sam Wyly hereby agrees to assume all of the obligations 
and duties under such private annuity agreement which is incorporated herein by 
reference as if fully set forth herein, and it is further agreed as follows: 

1. Effective with the execution of this Agreement, Mr. Sam Wyly shall assume all 
rights and interest In such private annuity agreement. 

2. Mr. Sam Wyly shall assume the duties and obligations of such private annuity 
agreement as if Mr. Sam Wyly were the original party to such private annuity. 

3. Should Mr. Sam Wyly die prior to commencement of the annuity payments 
under the private annuity agreement, all funds remaining shall be the property of 
LOCKE LIMITED and neither Mr. Sam Wyly, nor the estate of Mr. Sam Wyly or his 
heirs shall make a claim thereto. 

4. In all other respects, this Agreement shall act as a confirmation of the private 
annuity agreement of February 22, 1996. 
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OBLIGOR’S CONSENT AND ACKNOWLEDGMENT OF 
ANNUITY ASSIGNMENT. 


THIS CONSENT AND ACKNOWLEDGMENT OF THE ANNUITY 
ASSIGNMENT (the “Consent”) is made and entered into to be effective this 31” day 
of December 1996 by and between the Obligor, LOCKE LIMITED, an Isle of Man 
corporation located at IFG International Limited, Castle Hill, Victoria Road, Douglas, 
ble of Ma ir ,HMH E B -Br i t rsh - ; -and- the - hc i ider of the Annuicy, - THE - CRAZY HORS B- 
TRUST through its Trustee Aundyr Trust Company Limited located at Castle Hill, 
Victoria Road, Douglas, Isle of Man, IM2RB British Isles. 


WilNESSEIH 


WHEREAS, THE CRAZY HORSE TRUST is the holder of a private annuity dated 
to be effective the 22"^ day of February 1996; and 

WHEREAS, the Trustee intends to assign the private annuity to the grantor of THE 
CRAZY HORSE TRUST, Mr. Sam Wyly under a General Assignment of Trust 
Assets; and 

WHEREAS, the private annuity agreement dated the 22*”* day of February 1996 
provides in pertinent part unc^er Section XVII: Non-assignahility hy THE CRAZY 
HORSE TRUST that “[T]he parties hereby agree that neither this Agreement nor any 
interest herein shall be either assignable or transferable or capable of being pledged or 
otherwise encumbered by THE CRAZY HORSE TRUST unless the prior written 
consent of the Obligor is first obtained.” 


NOW THEREFORE, in recognition of the foregoing, the Obligor, LOCKE 
LIMITED, hereby agrees and consents to the assignment of the private annuity 
agreement from THE CRAZY HORSE TRUST to the grantor of THE CRAZY 
HORSE TRUST, Mr. Sam Wyly. 
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ASSIGNMENT ACH^EBMENT 


THIS AGREEMENT is made arul entered into as of the 29th day of September^ 
1999 between Sam Wyly (the “Optionee”) and East CanoU Limited ("Transferee”)- 

WHEREAS, Sterling Software, Inc. (Are “Company”) aual Optionee have 
I»evicH^y execi^d an C^tm AgreemetU dated October 8, 1996 pnnnuait to which 
Qptitmee was issned an optiem to purchase 3,050,000 shares of the (^;mq)any*s Common 
Stock atan «wciar{wi<»of$T4.125 pershare (the ‘*0^on'^; ^ 

WHEREAS, C^tionee has to date exercised the Option for an aggi^ate of -0> 
shares and dtsiies to transfer his righto umier the Option and the OiHion A@re«mcnt with 
respect to 1,525,<K)0 shares of toe Company’s Commem Stock (the “Transferred Option 
Stsaxs.'^ to Transfenre in exchange Sot (»$h conaidemion set forth below. 

NOW, THEREFORE, the parties agree as follows: 

Optionee heit^y transfers and asdgns to Transferee all of foe Optionee’s ri^ts and 
interests in the Option and the Option Agreement with respect to the Transfored Option 
Shares in consideration of the payment by Transferee of the sum of S 1 3,668,880. 

Tzansforee agrees to assume and to be botmd by all of ^donee’s obligations under foe 
Cation Agreemrat with respect to the Transfetred Option Shares. 


EXECUTED AS OF THE DATE SET FORTH ABOVE 


OFX'iON HOLOT-R .. 

By: 

Wyiy /j'J 


TRANSFEREE 
East Carroll Limited 


By:. 

Title: 
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ASSIGNMENT AGREEMENT 


THIS AGREEMENT is made and entered into as of tbe 29th day of September, 
1999 between Sam Wyly (the "Optionee") and Greenbriai Limited (“Transferee”). 

WHEREAS, Sterling Commerce, Inc. (the “Company”) and Optionee have 
previously executed an Option Agreement dated October 22, 1996 as amended, pursuant 
to which Optionee was issued an option to purchase 925,000 shares of the Company’s 
Common Stock at an exercise price of $25,50 per share (the “Option”); and 


WHEREAS, Optionee has to date exercised the Option for an aggregate of -0- 
shares and desires to transfer his rights under the Option and the Option Agreement with 

Shares”) to Transferee in exchange for the cash consideration set forth below. 


NOW, THEREFORE, the parties agree as follows; 

Optionee hereby transfers and assigns to Transferee all of the Optionee’s rights and 
interests in the Option and the Option Agreement with respect to the Transferred Option 
Shares in consideration of the cash payment by Transferee of the sum of $2,357,657, 

Transferee agrees to assume and to be bound by all of Optionee’s obligations under the 
Option Agreement with respect to the Transfeiied Option Shares. 


EXECUTED AS OF THE DATE SET FORTH ABOVE. 


OPTIONHOLDER 

By: 

Sam Wyly 



TRANSFEREE 
Qreenbriar Limited 

By: 

Title: 


30D CRESCENT COURT, SUITE 1000 • DALLAS, TEXAS 7S201-78S2 
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ASSIGNMENT AGREEMENT 


THIS AGREEMENT is made and entered into as of the 29th day of September, 
1999 between Sam Wyly (the “Optionee") and Greenbriar Limited (“Transferee”). 


WHEREAS, Sterling Software, Inc. (the “Company”) and Optionee have 
previously executed an Option Agreement dated March 31, 1997 pursuant to which 
Optionee was issued an option to purchase 400,000 shares of the Company’s Common 
Stock at an exercise price of $13,625 per share (the “Option”); and 


WHEREAS, Optionee has to date exercised the Option for an aggregate of -0- 
shares and desires to transfer his rights under the Option and the Option Agreement with 


Shares”) to Transferee in exchange for the cash consideration set forth below. 


NOW, THEREFORE, the parties agree as follows; 


Optionee hereby transfers and assigns to Transferee all of the Optionee’s rights and 
interests in the Option and fee Option Agreement wife respect to the Transferred Option 
Shares in considraation of the cash payment by Transferee of the sum of $ 1,771,400. 

Transferee agrees to assume and to be bound by all of Optionee’s obligations under the 
Option Agreement wife respect to the Transferred Option Shares. 


EXECUTED AS OF THE DATE SET FORTH ABOVE. 


OPTIONHOLDER ^ 

By: 

Sam Wyly ^ 


TRANSFEREE ■ 
Greenbriar Limited 

By: 

Title: 


300 CBESC6NT COUBT, SUITE 1000 • DALLAS, TEXAS 7S201-78S2 


CONFIDENTIAL 

HST_PSI023219 

[D] 


3644 


ASSIGNMENT AGREEMENT 


THIS AGREEMENT is made and entered into as of the 29th day of September, 
1999 between Sam Wyly (the “Optionee”) and East Carrol! Limited (“Transferee”). 

WHEREAS, Steriing Software, Inc. (the “Company”) and Optionee have 
previously executed an Option Agreement dated October 8, 1996 pursuant to which 
Optionee was issued an option to purchase 3,050,000 shares of the Company’s Common 
Stock at an exercise price of S14.125 per share (the “Option”); and 

WHEREAS, Optionee has to date exercised the Option for an aggregate of -0- 
shares and desires to transfer his rights under the Option and the Option Agreement with 
r espect to 1,525,000 shares of the Company’s Common Stock ithe “TmngfrrreH 
'Sfiafes") to Transferee m exchange for the cash consideration set forth below. 

NOW, THEREFORE, the parties agree as follows: 

Optionee hereby transfers and assigns to Transferee all of the Optionee’s rights and 
interests in the Option and the Option Agreement with respect to the Transferred Option 
Shares in consideration of the ca^ payment by Transferee of the sum of $ 13,668,880. 

Transferee ^ees to assume and to be bound by all of Optionee’s obligations under the 
Option Agreement with respect to the Transferred Option Shares. 


EXECUTED AS OF THE DATE SET FORTH ABOVE. 


OPTIONHOLDER 

By: 

Sam Wyly 

TRANSFEREE 
East Carroll Limited 

By: 

Title; 
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ASSIGNMENT AGREEMENT 


THIS AGREEMENT is made and entered into as of the 29th day of September, 
1999 between Stargate Ltd. (the “Optionee”) and Quayle Limited (‘Transferee”). 

WHEREAS, Sterling Software, Inc. (the “Company”) and Optionee have 
previously executed an Option Agreement dated October 8, 1996 pursuant to which 
Optionee was issued an option to purchase 1,600,000 shares of the Company’s Common 
Stock at an exercise price of $14. 125 per share (the “Option”); and 

WHEREAS, Optionee has to date exercised the Option for an aggregate of -0- 
shares and desires to transfer his rights under the Option and the Option Agreement with 
respect to 800,000 shares of the Company’s Common Stock Ithe ‘Transferred Option. 
Shares”) to Transferee in exchange for the cash consideration set forth below. 

NOW, THEREFORE, the parties agree as follows: 

Optionee hereby transfers and assigns to Transferee all of the Optionee’s rights and 
interests in the Option and the Option Agreement with respect to the Transferred Option 
Shares in consideration of the cash payment by Transferee of the sum of $7,170,560. 

Transferee agrees to assume and to be bound by all of Optionee’s obligations under the 
Option Agreement with respect to the Transferred Option Shares. 


EXECUTED AS OF THE DATE SET FORTH ABOVE. 


OPTIONHOLDER « A 

By: tJ 

Charles J. Wyly, Lr. ’ ' 


As General Partner 
For Stargate Ltd, 


TRANSFEREE 
Quayle Limited 

By: 

Title: 
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ASSIGNMENT AGREEMENT 


THIS AGREEMENT is made and entered into as of the 29th day of September, 
1999 between Stargate, Ltd. (the “Optionee”) and Elegance Limited (‘Transferee”). 

WHEREAS, Sterling Commerce, Inc, (flie “Company”) and Optionee have 
previously executed an Option Agreement dated October 22,1996 as amended, pursuant 
to which Optionee was issued an option to purchase 500,000 shares of the Company’s 
Common Stock at an exercise price of $25.50 per share (the “Option”); and 

WHEREAS, Optionee has to date exercised the Options for an aggregate of -0- 
shares and desires to transfer his rights under the Option and the Option Agreement with 

Shares”) to Transferee in exchange for the cash consideration set forth below. 

NOW, THEREFORE, the parties agree as follows; 

Optionee hereby transfers and assigns to Transferee all of the Optionee’s rights and 
interests in the Option and the Option Agreement with respect to the Transferred Option 
Shares in consideration of the cash payment by Transferee of the sum of $ 1 ,274,409, 

Transferee agrees to assume and to be bound by all of Optionee’s obligations under the 
Option Agreement with respect to the Transferred Option Shares. 


EXECUTED AS OF THE DATE SET FORTH ABOVE. 


Charles L Wyiy, Jr. ‘ 
As General Partner 
For Stargate, Ltd, 


TRANSFEREE 
Elegance Limited 

By: 

Title: 
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ASSIGNMENT AGREEMENT 


THIS AGREEMENT is made and entered into as of the 29th day of September, 
1999 between Stargate Ltd. (the “Optionee”) and Elegance Limited (“Transferee”). 


WHEREAS, Sterling Software, Inc. (the “Company”) and Optionee have 
previously executed an Option Agreement dated March 31, 1997 pursuant to which 
Optionee was issued an option to purchase 200,000 shares of the Company’s Common 
Stock at an exercise price of $13,625 per share (the “Option”); and 


WHEREAS, Optionee has to date exercised the Option for an aggregate of -0- 
shares and desires to transfer his rights under the Option and the Option Agreement with 
respect to 100,000 shares of the Company’s ' 

Shares”) to Transferee in exchange for the cash consideration set forth below. 


NOW, THEREFORE, the parties agree as follows: 


Optionee hereby transfers and assigns to Transferee all of the Optionee’s rights and 
interests in the Option and the Option Agreement with respect to the Transferred Option 
Shares in consideration of the cash payment by Transferee of the sum of $885,700. 


Transferee agrees to assume and to be bound by all of Optionee’s obligations under the 
Option Agreement with respect to the Transferred Option Shares. 


EXECUTED AS OF THE DATE SET FORTH ABOVE. 


OPTION Hoyop . , (— A 

By: Y 

Charles J.Wyly, Jr. 

As General Partner 
For Stargate Ltd. 

TRANSFEREE 
Elegance Limited 

By: 

Title: 
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91Z0I99 

Sam 

Q^Hes 

Totai 

To. Sam 




Charles 

SSW#Shs 

1,525,000 

600.(K}0 

2.325,000 

—FINAL — 

Maturity Date 

10/06/06 

10/(Bf06 


Copy Elaine 

_^eeley 

Exenase Price 

14,1250 

14.1250 


Market 

20.4375 

20.4375 


Spread 

6.3125 

6.3125 


iVfchelie i 

Black Scholea 

^ aJ63, 

8,9632 



Sales Price 


7,170^ 

20,839,440 

From S."an 

Federal Taxes 39.60% 

5.412,876 

2,839,542 

8.252,416 


Net Proceeds 

8.256.004 

4.3314)18 

12.587.022 

SSW#Shs 

200.0(X) 

1<».CKK3 

300,000 


Maturity Dale 

3/31/07 

10/06/06 



Exercise Price 

13.6250 

13.6250 



Market 

20.4375 

20.4375 



Spread 

6.8125 

6,8125 



Stack Scholes 

8.857 

8.S570 



<?aiec Pncp 

C* i.77i .4^ 

RftS^7QQ 

9 Rfi7 ion 


Federal Taxes 39.^% 

"701 474 

350,737 

1,052,212 


Net Proceeds 

1,069,926 

534,963 

1,604,888 


SE«Shs 

462.5(X) 

2K),000 

712,500 


Maturity Date 

yy22/03 

10/22/03 

, 


Exercise Price 

25.5000 

25.5000 



Market 

19.0625 

19.0625 



Spread 

(6.4375) 

(6.437S) 



Black Scholes 

5.09B 

S.0976 



Sales Price 

2.357,657 

1,274.409 

3.632.066 


Federal Tax^ 39.60% 

933i632 

504,666 

1,438,298 


Net Proceeds 

1,424,025 

769.743 

2.193.763 


Tottil Sates Price/Redeem 





Maverick (M) or Agencies (A) (M) 

17,797,937 (A) 

9,330.669 

27,128.606 


Total Federal Taxes 

7,047,983 

3,694.945 

10.742.928 


Total Net Proceeds 

10.749.954 

5,635.724 

16,385.678 


Nations Debt S/27/99 

Debt 

(13,073,500) 

(11,950.000) 

(25,023,500) 


Bank (Collateral Value 

13.385.405 

10.031.643 

24217.048 


Margin Available 

311,905 

(1.110,357) 

(806,452) 


Nations Debt After Paydown 




* Sam t Charisa - 

Paydown Debt * 

2,700,000 * 

4.000.000 

6,700.000 

Etaina wili not 

New Margin Available 

3,011.905 

2,661.643 

5,893.548 

paytSown debi without 

New Collateral > 40% Maverick 

5,039,175 

2,132,268 

B.171.443 

raviawing vrtthyou 

Maigln Available (Re-negotiate) 

9.051.080 ** 

5,013,911 

” 14,064.991 





"S3B\n» - 

Naad to talk to Marta 


Maverick 




about reapportioning 

Offshore Redemption Amt 

17,797.937 


17,797,937 

the creeftt Hne 

Offshore Redemption-SSW Call/Other 

15.100,000 


15.100,000 


S'Tota’ Redeem 

32,897.937 


32.897,937 

*" Elaine - 

Onshore Conrtnbufen 

8.049,954 

1.635.724 

9,685.678 

Need to have instructions 

FwJeralTax {Temporary until i/1) 

7.047.983 

3.694.94S 

10,742.928 

!§! Nations :o turn money 

S-Totai Contribute 

15,097,937 “ 

5,330.669 

20.428.605 

around as soon as hits to 

Net Redemption Maverick 

(17,800,000) 

5,330.669 

(12.469.331) 

Maveridt USA, Need to 





compiats subscription 

IMPORTANT — Money Movement; 




docs talKe to me about 


Maverick Pnme Broker ->Maverick Bank of Bermuda->Lehman's on Friday (Michelle 8.) side fetter 

Lehmans -> Wyiy ~> Mavertck Fund USA on Monday & Elaine) 
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* * * FACSIMILE TRANSMISSION * * * 




Tad only by the petsoo named below. If the render of this ftx is not the intended reapirat or 
a rcpiesoitative of the iaiended recipknl you ere hereby notified that any review, die&emtnation 
or Claying of this fax b prohibited. If you have not received all the pages or have received this fax 
In error, otease noti^ the sender by telephone and retom this fax to_thg sender at the above nddress. 


Page I of (Total Sent) 


Date: I* October. 1999. 

Fax No: 001214 720 9464 
Operator Ref: INST I DISB 1100 


LEHMAN BROTHERS INC. 

ATTENTldN: MICHELLE CRITTENDEN f CINDY MURDOCK 


EAST CARROLL LIMITED 


Ki/SLD/EASTC-F.4 


ACCOUNT NO: 837>20095>19 


We are anticipating receipt in our above numbered account of an amount from Maverick Fund 
following a redemption made by this Company therein. | 


Subject to receipt of the sum, will you please realise a sufficient sum from our account to make 
the following transfer:- 

Amount: US$13.668,S80 

' - - (Thirteea' Million, Six Hundied and Sixty Eight Thausaad 

Eight Hundred and Eighty US DoUare only) 

Bank: Bank of America 

ABANo: 311093120 

Account No: 1292911022 

Account Name: SamWyly 


We look forward to receiving confirmation when the above transfer has been made. However, 
should you have any other requirements in the matter please do Ji^tats to let me know. 


It is confirmed the original of this instruction is by 


Yours faithfiiUy, 


C>.A. Harris, 
Authorised Sig 
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ua/lO '9» 16:21 001624 624468 


Si 002/002 


JXrictors; 

HJ. Carter 
N. Goddard Brisk) 
J.M. Waaersen 


GREENBRJAR UMITED 

(Jhcarporated in the Isle of Man fio:<^4&3) 

' Hepsiend Cjffiee: 

Imematitmal House, 
Castle mu 
Victoria Road, 
Douglas, 

Isle cf Man. 


Tel: (01624) 630600 
Fax: (01624) 624469 


Re£ KH«LD/GREEN-L3.l 
4* October, 1999. 

MichellE Crittenden To be transmitted by Facsimile 

Lehman Brothers Inc. Fax No; 001 214 7.10.9464 

2500 Chase Tower, 

2200 Ross Avenue, Original to fcHow by Courier: 

Dallas, 

Texas 75201, 

U.SA. 

Dear Michelle, 

RF: brokerage ACCOUNT NO: 837-20444-1522 2 
Please attend to the foUo-wing Telegraphic Transfer of funds, for value today;- 
Amount: US$2357,657 

(Two MiUiea. Thtce Htttdrtd FUty Seven THoonDd. Six nindfetf and riOy Sena US DoHan) 

Payee: Bank of America 

ABANo: ^Hm20 llMlOOOZ.'S' 

For credit of ^couQt: SamWyly 
AtxountHo: 1292911022 

Byon^o^ Grraibriar Limited 

Reference: Stwling Commerce Options 

We look forward to receiving your confinnaxion dial funds have been transferred. 


Yours 


^cerely. 



Permanent SubcomnUttec on InvestieatiODS 
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GREENBRIAR LIMITED 

(Incorporated in ike Isle of Man No;60403) 


Directors: 


Registered Office: 


NJ. Carter 
N. Goddard (Irish) 
J.M. Watterson 



Imemadonal House, 
Castle mu 
Victoria Road, 
Douglas, 

Isle of Man. 

Tel: (01624) 630600 
Fax: (01624) 624469 


Ref: KH/SLD/GREEN-L2.1 

4"' October, 1999. 

Michelle Crittenden 
Lehman Brothers Inc. 

2500 Chase Tower, 

2200 Ross Avenue, 

Dallas, 

Texas 75201, 

U.S.A. 


To be transmitted bv Facsimile 
Fax No: 001 214 720 9464 

Oripinal to follow bv Courier 


Dear Michelle, 

RK; BROKERAGE ACCOUNT NO; 837-20444-15 222 
Please attend to the following Telegraphic Transfer of funds, for value foday:- 
Aiiiount; US$1,771,400 

(One MUfian, Seven Hundred and Seventy One Thousand, Four Hundred US EMIsrs) 

Payee: Bank of America 

ABA No: 31193120 

For credit of account: Sam Wyly 
Account No; 1292911022 

By order of: Greenbriar Limited 

Reference: SSW Options 

We look forward to receiving your confirmation that funds have been transferred. 


Yours sincerely. 



Director. Authorised Signatory. 


Permaaent Subcommittee on Investigations 
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■ f-OCT-SS HI !7;23 +44-162H20588 , . ' ■ 8^2 


TrjdeniTrust 


fW>5tfc.l(yB8944J3L 


TiiDCMY Tbust Company (I, 

p.aik»»m 


YP«f 8*1: 

1 October 1999 


The Manager 
Ldi 0 iaaBros.loc 
2200 Ri»s Avenue 
2500 Texas 
Ct^no^e Tower 

Dallas J!52<U ..Texas 

USA 


iX.ia HiKh aMtf 
DoBglM 
Man 
Irith^ iite* 

Ttl 

fMi' 

£maUleM«tfte«M 


i^nui-C) 


TnnemiHed by faeitmlle 
Tot»l -2t4«7209464 
Oiij^ol fellows by post 


Aucntion: Ms M Crittenden^ Ms C Psttkk 


TH£OEAFffiC'n{ANSFER/oin'V//JO i'-'.* 


Dear Sir/Madam 

ELEGANCE LIMITED - BROKERAGE ACCOUNT NUMBER W7-3033J (USD) 

Please attend to the following telegraf^ transfer of funds from (be above'mesiloDed account, for value 
Monday 4 October 1999> 


mosm 

PAYEE 

ABA NUMBER 

FOR CREDIT or ACCQUlg 

ACCOUNTNUMBER 

BYORP£R.Qg 

REFERENCE 


SU74,409.00 

( One million two bundred and sevcn^four thousand 
four bundred and nine US DolUn ) 

Bank of America Da^ TX 

oi i wina^ U4DOOD2-5" 

Stargate Limited 
001293 120422 
Elegance Limbed - 
SBOptioiu 


Plose advise us at ib« above address when these lasiructiMS have bean axocsted. 


Youra faithfoily 

TRIDENT TRUST COMPANY a.O>l ) LIMITED 
Per 


«jcp 


rWEBB 

Authorised Si^uuory 


A MiMSf a OS TNS YaiecNT Tautf Caoup 


RSCOTT 
AuthorBod SiBAitob^ 
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TrjdekiTrpst 

isii or MAM 


— tssrtsr 

Vo»f lui; 

1 October 1999 


TheMaoager 
L4^sui Bros, lac 
2200 Ross Avetwe 
2J00 Texas 
Commerce Tower 
OaUas 75201. Texas 
USA 

>Uunttoa: Ms M Critteodea^ Ms C Patrick 
Dear Sir/Madam 


TaiOfXTttUST Company (I.O.M.) Uo 

p.o.»wn?s 


12-14 SlnthAesa 

Uhl M MM 
aiii^ ]»iu 
T«i 
- Fh 

EmttI ieindttttf < 
Wd> www.iri4i 


iMitratecsm 

I^Bruit.C0m 


Traosmitted by fiscsimile 
To: -t' 1-214 -7209464 
Orf^nal fottow* by post 

I ulEORAPmC TRANSFEil/CUTW/JO; r.;V., L: . . 


ELECANCfi LIMITED - BROKERAGE ACCOUNT NUMBER S27>2d33i2 (USD) 


Please attend to the foUowing ttlcErapbic 
Monday 4 Octobu- 19S9> 

^oag 


transfix of feeds from die above-mendoaed account, for value 


"TW57oiroo ; 

( Sgkt hundred and etgh^ 5ve tfmusand seven huodr^ 
USDollan) ' 


PAYEE 

ABANUMBE& 


Bank of America, Dallas, TX 
3ilP93t» U' 00COl< 


Stargate Limited 


ACCOUNT NUMBER 


001295126422 


Elegaoco Limited 
SSW Options 


Please advhw us at d» above address when these iostructioai have beto executed. 


Yours Mhfiilly 

TRIDENT TRUST CObff AN Y ^OJd.) LIMITED 


FWEBB 

Autlioriied SignKoiy I.. T...... I.«., c.o«. 


Permaaent Subcommittee on lavestigations 
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OVAYLELIMITEU 

(lacorpomted in the /sfe of Man No: S7009) 

Rej^tered Office: 

Imermtional House, 
Castle mu 
Victoria Road, 
Douglas, 

Isle of Man. 


Tel: (01624) 630600 
Fax; (01624) 624469 


4“’ OctoES, IS'S?. 

Michelle Crittenden 
Lehman Brothers Inc 
2500 Chase Town, 
2200 Ross Avenue, 

noaiis 

Texas 75201, 

U.SAu 


Dear Michelle, 


To be transmitted bv Facsimile 
Fax No; 001 214 720 9464 

Original to follow bv Courier 


Daeetors: 

N.J. Carter 
N. Goddard (Irish) 



Ref: RH/SLD/QUAYL-L.! 


RE; BROKERAGE ACCOUNT NO: 837-20447-12 222 

Please sell Federal Agency Bonds to raise the sum of US$7,1 70,560 (Seven Million, One 
Hundred and Seventy Thousand, Five Hundred and Sixty US Dollars). 

The funds realised from the sale of the Agency Bonds should be utilised to fund die 
following telegraphic transfer, for value today. 


Ajiiuuirt: US$7,170,560 ^ — 

(Seven MiltkRi, One Hundred and Seventy Tliousaml. Five Hunditd and ^xty US DoOn) . 

Payee: Bank of America 

Dallas, 

Texas, 

U.S.A 


ABA No: 

. For raedit of account 
Account No: 

By order of: 
Reference: 


311093120 
Stargate, LtiL 
001293126422 
Quayle Limited 
Sterling Software Options 


We look forward to receiving your confirmation that funds have been transferred. 
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mmmmmm = Redacted by the Permanent 


sounds good, do you have to give him the details of the owners of the 
companies? why would you have necessarily known who the shareholders were; 
when entering into the transaction. I think the directors would have signed 
off on the paperwork, so couldn’t you say that based on the documentation 
provided in the transaction, you have no information indicating who the 
shareholders are? I think we'll need to check out what was said, signed and 
represented at the time, but this might be an option. 

Original Mess age • 

From; <khenninaton^ [ 


To: <MBouche: 

Sent : Wednesday! 
Subject: CA Audit 


2002 4:48 PM 


> After discussions with Rodney 1 am planning to make the following response 

> to the guy at CA that is working on the audit. If you remember, the IRS 

> came back and asked for who the options were sold to so they could make a 

> determination as to arms-length: 

> 

> The stock options were sold to the following corporations, all of which no 

> Wyly family members has any ownership interest 

> i,6as,ooo 

•6'S & r 3 r85 shares 
0 12, GO O shares ^00,00^ 

A W -. 'li O Shares gTO QOO 

5«re«- shares |^|ooO . 

> The sales all happened at a fair market value prise indicating an 

> arms-length transaction 

> 

> If he comes back asking for the owners of the companies, I plan to give 
him 

> the trustees name. Let me know what you think. 


> East Carroll Limited 

> Greenbriar Limited 

> Quayle Limited 

> Elegance limited 



> The preceding a-mail message (including any attachments) contains 

> information that may be confidential, or constitute non-public 
information. 

> It is intended to be conveyed only to the designated recipient (s) . If you 

> are not an intended recipient of this message, please notify the sender by 
replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended 

> recipients is not authorized and may be unlawful. 






Cm&. 


> cvg. ° 

SlO 

CWut- 


u.ickt-' 'll., I4-(3S^ 

SOOjOOO *— 

■4 ISO, o»\ 




900,510)'^ 


is^jsS''- 
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mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Keeley Hennlngton 
Wednesday, Octob er 30, 2002 12:57 PM 
"Keating, Steffen" % — . 

RE: FW; Wy!y Agreement 


Will do - thanks. Once it is final we will send the withholding money. 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information- It is intended to be conveyed only to 
the designated recipient fs) . If you are not an intended recipient of this message, please 
notify the sender by replying tc this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Keating, Stephen” 
10/30/C2 03:01 ?M 


To: <khennlngto 
cc : 

Subject: RE: FW 


: Wyly Agreements 


Unfortunately I'm in Brazil this week. Aren't I lucky. You can send to my NY fax « 631 342 
4854 . 

Thanks Steve 

Original Mess age 

Sent: Wednesday, October 30, 2002 3:52 PM 

To: Keating, Stephen 

Subject: RE: FW: Wyly Agreements 


Are you in Dallas or FW. I will send you a copy 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient (s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


PermaBcnt Subcommittee on InvcstiEatioBS 
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mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


"Keating, 



10 / 30/02 02:22 


PM 


Keeley, |- 

I understand you received the revised letter from the attorney's.. I haven't seen it. 
Could you fax a copy to me. I trust everything is fine with it.. 

Thanhs Steve 

Original Message 

khenningto:^mimiim[||||||||||B|||M||||HaiH|M^|||||MB|||||Mk 

Sent: Tuesday, 

To; Keating, Stephen 

Subject: RE: FW: Wyly Agreements .«• 


Just making sure you got these. 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-pubilc information. 

It is intended to be conveyed only to the designated recipient (s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 
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— — ReaactedbythePemianent ■ 


"Keating, 



09/23/02 10:56 
AM 


Thanics Keeley. Yo'j can send the agreements to me in NY.: 


Computer Associates 
1 CA Plaza 
Islandia, NY 


I’ll check with Steve Wochln on the letter agreement.. 


Steve K 


Original Message- 

From: khennlngton^ 

Sent: Monday, September 23, 2002 ' 

To: Keating, Stephen 

Subject: RE: FW: Wyly Agreements 


Steve - 1 finally have the Agreements to Transfer Stock Options - 
where 

would you like me to send them? We should have directors for you 
shortly. 

Any word on the letter agreement? 


Keeley 


Confidential 

SEC_ED00011053 


PSI_ED00011053 



3659 


- Redacted by the Permanent 


The preceding e-mail message {including any attachments) contains 
information that may be confidential, or constitute non-public 
information . 

It Is intended to be conveyed only to the designated recipient (s) . If 

you 

are not an intended recipient of this message, please notify the 
sender by 

replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by 
unintended 

recipients is not authorized and may be unlawful. 


"Keating, 



Agreements 


To; 

cc; 

Subject : 


08 / 20/02 12;13 


RE: FW: Wyly 


PM 


Keeley, 


Yes, 1 do need the info on the officers and directors of the Isle of 
Mann 

companies . 


Steve Woghin passed on the changes 
attorneys 

and haven't heard back. I'll check 


of the letter agreement to the 
with him where it stands . 
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Dallas this week if you need to reach me. 214| 


Steve K. 


Original Messa 

From: khenningto 

Sent: Tuesday, August 20, 2002 10:44 AM 

To: Keating, Stephen 

Subject: Re: FW: Wyly Agreements 


Steve - these look fine - we will get working on signatures. I 

think 

I owe 

you info on officers and directors which we are gathering. We 

also 

were 

going to re-do the letter agreement to make the few corrections 
we 

discussed. Is this it ? 


Thanks for your help. 


Keeley 


Confidential 
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The preceding e-mail message (including any attachments} contains 

information, that may .be confidential# .or, constitute, non-public 

- , 

It is intended to be conveyed only to the designated 
recipient ( s ) . If 
you 

are not an intended recipient of this message, please notify the 
sender by 

replying to this message and then delete it from your system. 

Use, 

dissemination, distribution, or reproduction of this message by 
unintended 

recipients is not authorized and may be unlawful. 


"Keating, 



OS/19/02 03:56 


PM 
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Ki Keeley, 


We had Glenn Maori, in our legal department, put together a 
revision 
to 

your agreement. Please have Sam, Charles, Greenbrlar and Quayle 

sign 

them 

and return to us for signature. 


Thanks Steve K 


Original Message 

From: Maori, Glenn 

Sent; Monday, August 19, 20C2 31:07 AM 
To: Keating, Stephen 

Subject: Wyly Agreements 


Hello Stephen: 


Here are the four Wyly option transfer agreements. ; Do you need 
any of 


Confidential 
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the 

other docunients back? 


= Redacted by the Peimanem 

' _ .■^_.„,...lnvestiKatiotg_ 


Regards, 


Glenn V. Macri, Esq. 

Computer Associates 
Associate Counsel 
Legal Department 
tel: +1 €31 342 2466 
fax: +1 63 1 342 4866 
g 1 e n n . m a c r J^llllllllllllllllll^^ 

; <<Wyiy Bros. Options Transfer . doc>> 


Opti 


sfer.doc) 


(See attached file: Wyly 


<< File; Wyly Bros. Options Transfer.doc >> 
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Redacted by the Permanent 
-g^^gonamittee on InvestiVatmnc 


Keeley htennington 

07/21/2000(^:17 AM 


To: )ay.diamond@H^^,susan.byne8€mim^ 
cc; 

Sut^Gl: 


Forwarcted by Kaaiey HenninatorvlVsSi on 07.'21.'00 10:1 / AM — 

To: jay.diamoncl^f|[||| 
cc; 

_Subject;^ _ 


Keeley Hennington 

06/20/00 11:41 AM 


Here is frie infonnation you requested Please let me know If there is anything else you need 



option-ca.xis 


Pprmanent Suhcommittce on Investigations 

F.XHTBIT #66 - FN 706 
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^tions 

Owner 


ssw 

# Options 

ssw 

Exercise 

Expiration 

CA 

# Options 

CA 

Exercise 


Elegance Limited 

CW 

100,000 

13.^ 

a31/2007 

56,340 

24.1835 


Quayle Limited 

CW 

800,000 

14.125 

ia?6/2006 

450,720 

25.0710 


East Carroll Limited 

SW 

1,525,000 

14.125 

10/6/2006 

859,185 

25.0710 



Greenbriar Limited 

SW 

100,000 

13.625 

3/31/2007 

56,340 

24.1835 


Shares 

Owner 








Quayle Limited 

CW 

100,000 

n/a 

n/a 

56,340 

n/a 


Dortmund Limited EW 

(you probably do not need this wie) 

16,000 

iVa 

n/a 

9,014 

n/a 
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From: Keeley Henna^on 

Sent: Monday, July 29, 2002 3:39 PM 

To: Stacey Wittnjp 

Subject: RE; c^^tions 


Here is the ordinary income for Sam and Charles and the amount of withholding they will 
have to pay over to CA 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public Information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an Intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


— Forwarded by Keeley Hennington/htst on 07/29/02 04:39 PM 

"Keating, Stephen" 

07/29/02 04:14 PM 



To: (chenningtonj 
cc: "Zar, Ir< 
Subject: RE: options 


Keeley, 

Option certificates will be mailed tomorrow to Greenbriar and Quayle Ltd. I will fax you a 
copy of each. 

EY says the options prices are OK. 

Here are the withholdings for the W-2’s on the option sales: 


Gross: 2,542,802 
Fed: 980,176.95 

SS: 5,263.80 

Med: 36,870.63 

Total w/h: 1, 022, 311 .38 

Charles : 


Gross: 1,325,838 

Fed: 510,428.85 

SS: 5,263.80 

Med: 19,224.65 

Total w/h: 534, 917.30 


I Permanent Subcommittee oo Investigations 
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Total for both: 1,557,228.68 

Will need addresses for both. Also SS# on Charles. 

Also, I still don't understand the event where Charles is CONTRIBUTING his options to 
Stargate on June 15, 1999. Why was there no taxable event ?? 

I'll fax you the w/h statements. 

We can always take care of this next week but If you want to call me I'll be around Tues 
and Wed. 


Original Message 

khennlngton|mi||||||||imiH^Hm| 

Sent: Friday, July 26, 2002 10:30 AM 

To: Keating, Stephen 

Sublect: RE: options 


Thanks Steve - the certificates should go straight to the companies. I 
have put the addresses below. I will send a message off to the company's 
to get the paperwork you have requested. Will wait tc hear from you on the 
other . 

Greenbrlar Limited 
c/o Aundyr Trust Company 
Attn: Dav id Karris 
International House 
Castle Hill, Victoria Road 
Douglas, Isle of Man 
British Isles IM2 4RB 

Quayle Limited 

c/o Trident Trust Company 

Attn: Francis Webb 

PO Box 175 

12-14 Finch Road 

Douglas, Isle of Man 

British Isles, IM 199 7TT 


The preceding e-mail message {including any attachments) contains 
information that may be confidential, or constitute non-public information. 
It is Intended to be conveyed only to the designated recipient (sj . If you 
are not an intended recipient of this message, please notify the sender by 
replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended 
recipients is not authorized and may be unlawful. 
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Keeley, 

For the stock option certificates I need to get the addresses of the Isle 
of Mann companies. Do you want us to send the certificates straight to you 
or send to the Isle of Mann ?? Also, I need to get from you the 
incorporation papers on the companies with the officers and directors - 

I'm waiting to hear from the EY people on whether the value of the options 
are OK- Once I hear I’ll get the withholding tax amounts. 

And I'm working on changing the letter. 

Steve 

Original Message 

From: khenningto 

Sent: Wednesday, 

To: Keating, Stephen 

Subject: options 


July 24, 2002 11:40 AM 


Steve - Well, that was a fun evening. 1 have the values of the 

options and 

would like to fax them to you but need a fax number {not sure if 

you are in 

NY) . The only difference you will notice between this value and 

the 99 

values is there is no discount off the price of the stock since 

there are 

no restrictions on the stock. It is a straight black sholes 
value based on 

yesterday's closing price. Please let me know and I will send 

to you and 

we can discuss. 
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The preceding e-mail message (including any attachments} 


information . 

It is intended to be conveyed only to the designated 
recipient (s) . If you 

are not an intended recipient of this message, please notify the 

sender by 

replying to this message and then delete it from your system. 

Use, 

dissemination, distribution, or reproduction of this message by 

unintended 

recipients is not authorized and may be unlawful. 
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Computer Associates Cations 

July 23,2002 

Slock Price 
Close 

Sam Wyiy 

8.08 

CA strike 25.071 exp. 10/6«)6 

859,185 

price 

2.5766 

total 

2,213,776 

.,_2.542-802 


Cha-ies Wyiy 

CA strike 25.071 exp. 10/6/06 

450, 7»> 

2.5766 

1,161,325 


Charles Wyiy 

CA strike 24.1835 exp. 3/31/07 

56,340 

2.92 

164,513 

1 ,325,838 


3,868,640 


J Permnnent Subcommittee on Investigations 
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STERLING CC®MERCE7"TKCT' 

1996 STOCK OPTION PLAN 

Stock Option Agreeisent. 

This Stock Option Agreement (the ‘'Agreement'*) is entered 
into by and between Sterling Commerce, Inc, , a Delaware 
corporation (the "Company"), and Sam Wyly (the "Participant"). 
The Company and the Participant agree as follows: 


T. Grant of stock 0pti^r7 Pursuant to a duly adopted 
resolution of the Special Stock Option Committee on February 12, 
1996 (the "Date of Grant"), the Company hereby grants to the 
Participant, upon the terms and conditions set forth below and 
subject to the terms and conditions of the Company's 1996 Stock 
Option Plan (the "Plan"), an option (the "Stock Option") to 
purchase froio the Company a total of 3,000,000 shares of the 
Company's common stock, par value $0.01 per share ^ 

("Common Stock"), at an exercise price per share (the ^ 

"Option Price") equal to the price per share to the public of the 
shares of Common Stock offered and sold by the Company in the 
underwritten initial offering of the Common Stock ("IPO"). 
Notwithstanding the foregoing, this Stock Option will be 
effective on the date on which the purchase and sale of the 
Common Stock pursuant to the IPO first occurs and may not be 
exercised prior to such date. Any terms, when used in this 
Agreement with initial capital letters but not defined herein, 
have the same meanings as in the Plan, the provisions of which 
are incorporated into this Agreement by reference. The 
Participant acknowledges receipt of a copy of the Plan. 

2, Time of Exercise . The Stock Option may be exercised, 
in whole or in part, at any time on or after the date on which 
this Stock Option becomes effective, as provided in Section l, 
without regard to whether the Participant is an employee of the 
Company or any Subsidiary at the time of exercise. In no event 
may the Stock Option be exercised in whole or in part, however, 
after the expiration of the tern described in Section 3 below. 

3. Term . The Stock Option will expire and all rights 
under this Agreement will terminate on the tenth anniversary of 
the Date of Grant. 

4.. Restrictions on Exercise . The 


(a) may be exercised only with respect to full shares 
and no fractional shares of Common Stock will be issued upon 
exercise of the Stock option; and 

(b) may be exercised in whole or in part, but no 
certificates representing shares subject to the Stock Option 


DLMAJND2 Doc 21Q2A7 1 WYL 
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^ill“5inieirvirea if^ny“requisi'Ce reg£s’€fa‘tion with, 
clearance by, or consent, approval or authorization of, any 
governmental authority of any kind having jurisdiction over 
the exercise of the Stock Option, or issuance of securities 
upon such exercise, has not been obtained or secured. 

5. Mannar of Exercise . The Stock Option may be exercised 
by written notice to the Company of the number of shares being 
purchased and the Option Price to be paid, accompanied by full 

_payment.,,of.^-the-.Qption Erice. (a) in cash or by check acceptable-jto 

-the Company, — fbj — by — the t r ansfe r — tp' t h e " " eompany-of - sfaai ' e s — of 

Common Stock owned by the Participant for at least six months and 
having an aggregate fair market value per share at the date of 
exercise equal to the aggregate Option Price (provided that the 
payment method described in this clause (b) will not be available 
at any time that the Company is prohibited from purchasing or 
acquiring such shares of Common Stock) , or (o) by a combination 
of any of the foregoing, provided that payment of the Option 
Price may also be made by deferred payment from the proceeds of 
sale through a bank or broker of some or all of the shares to 
which the exercise relates. Any federal, state or local taxes 
required to be paid or withheld at the time of exercise will be 
paid or withheld in full prior to any delivery of shares upon 
exercise. 

S- . Transferability of stock Options . This Stock Option 
may be transferred by the Participant on five days prior written 
notice to the Company. 

7 . Rights as Stockholder . Neither the Participant nor any 
of the Participant's beneficiaries will be deemed to have any 
rights as a stockholder with respect to any shares covered by the 
Stock Option until the issuance of a certificate to the 
Participant for such shares. 

a. Adjustments . The number of shares of Common Stock 
covered by the stock option evidenced by this Agreement, and the 
Option Price thereof, will be subject to adjustment as provided 
in the Plan. No adjustment will be made for dividends or other 
rights for which the record date is prior to the issuance of the 
certificate of certificates representing shares issued pursuant 
to the Stock Option. 

■ - a_: - RiiffltS, in^^ .Event. of.- Death_ of Par^cipant ,..^n.-. the.. event 

of the death o'f the Participant, the Stock Option may Be 
exercised by the Participant's estate or a person who acquired 
the right to exercise the Stock Option by bequest or inheritance 
or by reason of the death of the Participant. In no event may 
the Stock Option be exercised after the expiration date set forth 
in Section 3 . 
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10. stock Purchased for lnves~tmen-t . Unless the shares are 
covered by a then current and effective registration statement 
under the Securities Act of 1933, as then in effect, the 
Participant, by accepting the Stock Option, represents, warrants, 
covenants and agrees on behalf of the Participant and the 
Participant's transferees that all shares of Common Stock 
purchased upon the exercise of the Stock Option will be acquired 
for investment and not for resale or distribution, and that upon 


“eirertiea to exercise the same will furnish evidence satisfactory 
to the Company (including a written and signed representation) to 
the affect that the shares are being acquired in good faith for 
investment and not for resale or distribution. The Participant 
agrees to furnish or execute such documents as the Company in its 
discretion deems necessary to (a) evidence such exercise of the 
Stock Option, (b) determine whether registration is then required 
under the Securities Act of 1933, as then in effect, and (c) 
comply with or satisfy the requirements of the Securities Act of 
1933, or any other federal, state or local law, as then in 
effect. 


11. Notices . Each notice relating to this Agreement will 
be in writing and delivered in person or by certified mail to the 
proper address. Each notice will be deemed to have been given on 
the date it is received. Each notice to the Company will be 
addressed to it at its principal office, now 8080 North Central 
Expressway, Suite IlOO, Dallas, Texas 75206, attention of the 
Secretary. Each notice to the Participant or other person or 
persons then entitled to exercise the Stock Option will be 
addressed to the Participant or such other person or persons at 
the Participant's address specified below. Anyone to whom a 
notice may be given under this Agreement may designate a new 
address by notice to that effect. 

12. Employment . This Agreement does not confer upon the 
Participant any right to be employed or to continue in the employ 
of the Company or any Subsidiary, nor does it in any way 
interfere with the right of the Company or any Subsidiary to 
terminate the employment of the Participant at any time. 

12- No Obligation to Exercise Stock Option . This Agreement 
does not impose any obligation upon the Participant to exercise 
the Stock_option. 

14. Sffendmentg . The Special Stock Option Committee may, 
without the consent of the Participant, amend this Agreement, or 
otherwise take action, to accelerate the time or times at which 
the Stock Option may be exercised, to extend the term described 
in Section 3 above, to waive any other condition or restriction 
applicable to the Stock Option or to the exercise of the Stock 
Option, to reduce the Option Price and to make any other change 
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permitted to be made under the Plan without the consent of the 
Participant; and may amend the Agreement in any other respect 
with the consent of the Participant. 


15. Governing Law . This Agreement is intended to be 
performed in the State of Texas and will he construed and 
enforced in accordance with and governed by the laws of such 
State, except as to matters of corporate law, which will be 
cf— thar~state~ef~Delawary; 


IN WITNESS WHEREOF, the Company and the Participant have 
executed this Agreement as of the /%A day of February, 1996. 

STERLING COMMERCE, INC. 


By: 


Sterijj^L. Williams 
Chairman and Chief Executive 
Officer 



Social Security Number: 
Address for Notice: 
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From: 

Shari Robertson 


Sent: 

Thursday, February 17, 2000 5:03 PM 

= Redacted by the Permanent 

To* 


Subcommittee on investigations 

Subject: 

Wyly Sterling Commerce Options 


Attach: 

wyly options.doc 



Would you run me a purchase sale history in total return on all the entities 
that own SB Options and fax it to me. Didn't Ramona own and exercise some SE 
options? I'm wondering if that is the elusive 188,333 shares. I almost think 
I rememberEleganGe maybe exerdsing and selling soine^haiesJ. 00 . 

The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipient(s) named above. This message 
may be an attorney-client communication and as such is privileged and 
confidential. If the reader of this message is not the intended recipient or 
an agent responsible for delivering it to the intended recipient, you are 
hereby notified that you have received this document in error and that any 
review, dissemination, distribution, or copying if this message is strictly 
prohibited. If you have received this communication in error, please notify us 
immediately by e-mail, and delete the original message. 

^ ^ id * 4 * ijt # * * 4! ^ * 4: 4: 3|: * lit >i( ^ i): * ^ ^ ^ ^ 4= * ^ * iti 4: 4= ^ 4: lit ^ 41 4: Hi 4: ^ ^ 3k N: 1^: * * 

— Forwarded by Shari Robertson/Maverick on 02/17/2000 03:55 PM — 


"Jeanette Peplowski" <1 
02/17/2000 11:55 AM 


To: Shari Rober tson/^B^^^B^^^^W 

Hoover" 

Subject: Wyly Sterling Commerce Options 


Shari-as I mentioned in my voice mail to you, I hope that you can help 
reconcile the Wyly's holdings with respect to Sterling Commerce opt ions. 
Attached is a chart outlining their holdings. Please phone me at 614| 
to discuss. This is very time-sensitive and I need to finalize this issue 
today. Thank your in advance for your help. 


(See attached file: wyly options.doc) 


I Pernamcpt Subcommittee on Investigations 

EXHIBIT #66 -FN 710 
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DATE PRICE HELD ACCOUNTED 

Evan was granted 200,000 options on 2/12/96 
Evan Wyly 

Atlantis Limited: 2/12/96 $24.00 200,000 200,000 

Sam was granted 3,000,000 on 2/12/96 and 1,000,(X)0 on 10^2/96 

Sam Wyly 10/22/96 $25.50 462,500 

Hie Cheryl R. Wyly Trust 10/22/96 $25.50 75,000 

Greenbriar Limited 10/22/96 $25.50 462,500 1,000,000 


Devotion Ltd.: 2/12/96 $24.00 123,333 2,423,333 


Need to account for 576,667 

Charles was granted 1,600,000 on 2/12/96 and 500,000 on 10/22/96; our records reflect that he does 
not hold options in his name. 


Charles Wyly 

Elegance Limited 

2/12/96 

$24.00 

61,667 


Elysium Limited 

2/12/96 

$24.00 

1,350,000 

1,411,667 

Stargate Limited 

10/22/96 

$25.50 

Need to account for 188,333 
250,000 

Elegance Limited 

10/22/96 

$25.50 

250,000 

500,000 
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From; 

Shari Robertson 

Sent: 

Thursday, February 17, 2000 6:01 PM 

To: 

mboucher@|PI|||||||||| 

Subject: 

SE 

Attach: 

se.xls 



J-jiist need -to know-when -these options-were exercised and sold. 

The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipientfs) named above. This message 
may be an attorney-client communication and as such is privileged and 
confidential. If the reader of this mess^e is not the intended recipient or 
an agent responsible for delivering it to the intended recipient, you are 
hereby notified that you have received this document in error and that any 
review, dissemination, distribution, or copying if this message is strictly 
prohibited. If you have received this communication in error, please notify us 
immediately by e-mail, and delete the original message. 

ii!*:>i*!t::i:#»*******»i|:****--)<5i! + ****--i!*)t!********»*********************2>*=t!tj!****H:***«**>|:*** 


MAV007931 



3679 


: o o c 9 o c 
- O < }_ Q < |_ 


S si ii If 

X0SQ<UilJJUJ^ 



3680 




3681 


From: 

Shari Robertson 

Sent; 

Thursday, February 17, 20(X) 6d)l PM 

To: 

Jeanette Peplowski -iBlHHBli 

Subject: 

Re: Wyly Sterling Commerce Options 

Attach: 

wyly options.doc 


I = Redacted by the Permanent 
Subcoinmittee on Investigations 


I can tell you that these options were exercised and sold. I’m getting the 
back up of the dates and amounts. Let me know if yon need this. 

- 

The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipients) named above. This message 
may be an attorney-client communication and as such is privileged and 
confidential. If the reader of this message is not the intended recipient or 
an agent responsible for delivering it to the intended recipient, you are 
hereby notified that you have received this document in error and that any 
review, dissemination, distiibution, or copying if this message is strictly 
prohibited. If you have received this communication in error, please notify us 
immediately by e-mail, and delete the original message. 


"Jeanette Peplowski" 4 
02/17/2000 11 ;55 AM 


To: Shari Robertson 
cc: "A! Hoover”! 

Subject: Wyly Sterling Commerce Options 


Shaii-as I mentioned in my voice mail to you, I hope that you can help 
reconcile the Wyly's holdings with respect to Sterling Commerce opt ions. 
Attached is a chart outlining their holdings. Please phone me at 614/fH 
to discuss. This is very time-sensitive and I need to finalize this issue 
today. Thank your in advance for your help. 


(See attached file; wy!y options.doc) 
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DATE PRICE HELD ACCOUNTED 

Evan was granted 200,000 options on 2/1 2/96 
Evan Wyly 

Atlantis Limited: 2/12/96 $24,00 200,000 200,000 

Sam was granted 3,000,000 on 2/12/96 and 1,000,000 on 10/22/96 


Sam Wyly 

10/22/96 

$25.50 

462,500 


The Cheryl R. Wyly Trust 

10/22/96 

$25.50 

75,000 


Greenbriar Limited 

10/22/96 

$25.50 

462,500 

1,000,000 

Mahftrlv 1 imitPiri 

“ r/I 2/95“ 

/$2AIHr 

^.TOO/OOO - 


Devotion Ltd, : 

2/12/96 

$24.00 

123,333 

2,423,333 




Need to account for 576,667 

Charles was granted 1,600,000 on 2/12/96 and 500,000 on 10/22/96; our records reflect that he does 

not hold options in his name. 





Charles Wyly 

Elegance Limited 

2/12/96 

$24.00 

61,667 


Elysium Limited 

2/12/96 

$24.00 

1,350,000 

1,411,667 




Need to account for 188,333 

Stargate Limited 

10/22/96 

$25.50 

250,000 


Elegance Limited 

10/22/96 

$25.50 

250,000 

.500,000 
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JfiN 17 2001 12:30 FR 210 351 2546 210 351 2S>4fc fU 

JohoJ.Stepfeeiu SBC (^mmnnicfttioas Isc. 

Pre^m-Tuei 175 E. Hou^on &reei 

HoomB-H-fO 
Set Antonio, Texas 78i^ 
Phone 210 S5i-5000 
Fix; 3109514980 



Jamiaiy 11,2001 


Mr.SamWyly 

300 Crescent Court, Suite 1000 
Dallas, Texas 75201-7852 


Dearlv&.WyIy: 

As ;»rt of SBC Communications !nc.*5 acquisition of the stock of 

Sterling Commerce (^‘Sterlmg*^ in March, 2000, all outstanding c^ons to 
purehare shares of Siting were canceled. All option holders received cash from 
SBC^tcrliog based on the excess of the stock purchase price over the option 
exercise price. A grantor trust that held Sterling options previously granted to you 
received cash proceeds from SBC/Sterling fw the exercise of options. 

Typically, the exercise of nonqualifred stock options, such as those issued by 
Sterling, require tiie option holder to recognize taxable income in the year tiie 
options are exercised. The company issuing the options receives a tax deduction 
to the extent income is recognlz^ by the option bolder. The company has a legal 
obligation to report die amount of income recognized by an option hoId» to the 
Internal Revenue Service. 

Because of this reporting obligation, SBC Is preparing to issue a Form 1099 te 
you/your trust showing taxable income of $ 46,575,000.00. If you are aware of 
any reason that this Form 1099 riiould not be issued, please contact either Lany 
Ru^cka at (2lO)^|H|[||||ftor me at your earliest convenience. 


Sincerely, 
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SE Options 


$ 


4425 


Entity Number Held 


f^ceeds Exercise Price Net Proceeds 


se96 CW Elegance 61.667 2,728, 7K $ 24.00 1,248.757 1,248.757 

se96 CW Bysium 1,350.000 K,737,500 $ 24.00 27,337,500 27237,500 

~'sii'003 gw Elegance '2SO;0'0'0 ^.062^00 8 ' 4;687',500 "4,887,500 

SubTota! 73.528,765 33,273,757 


se1003 


SW 

sw 

SW 


Devotion 

Moberly 

Greenbriar 


Sub Total 


1 23.333 
2,300,000 
462,500 


5,457,485 $ 
101,775,W)0 $ 
20.465.a5 $ 
i27.e98.110 


24.00 2.497,493 

24.00 46,575,000 

25.50 8,671 ,675 

57.744,368 


2,497,493,25 
46,575,000 
8,671 ,875 


se96 EW Alianlis 


200,000 8,^, 000 $ 24.00 4,050,000 4,050,000 


TOTAL 


210,0TC,87S 


Permanent Subcommittee on Investigations I 

EXfflBIT#66-FN711 | 
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^at&t 


W^Winz T: 2lO.3S1.373e 

tei^ D^jstnwrt P: 214.48S.B100 

175 E. Houston St, 2"* Hoor 
San Antonio, TX 78205 


via &£simi)e 



Staff Director and Chief Counsel to the 

U.S. Senate Permanent Subcommittee on Investigations 


Dear Ms. Bean: 

As discussed, attached arc copies of the following correspondence from the Wylys. 

• e-mail from Keeley Hennington to John Brockman and attached Memo to File (3 
pages) 

• chain of e-mails between and among Larry Ruzicka, John Brockman, and Keeley 
Henninglon (3 pages) 

• Memorandum from Mike French to File dated 02/09/01 including Exhibits A, B, 
C, D, and E (46 pages) 

Following is a list of the recipients of the S78 million in offshore transfers we discussed. 
Based on a notation on a transaction record, we believe the transfers occurred on March 
27.2000. 

• Moberly Limited in the amount of $46,575,000 

• Elysium Limited in the amount of $27,337300 

• Atlantis Limited in the amount of $4, 050, 000 

Sincerely, 

Attachments 
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Isinuaiy U, 2001 


21B 3S1 254S TO B214»MUf^ P.M4/M 


Jo{iBi.5t«pbeo< 

Vke{Vt<id^>'ntxes 


SBC ConiinunieatidpiZQc. 

17SE. HiMUKsSoeet 

Room $-H-60 

Saa Antoslo, Texas TCIN95 

Pfaoae:S10S51-S900 

Fax; 810351-3960 


wmmmmm = Redacted by the Permanent 
Subcommittee on Investigations 


Mr. camrleg Wyly, J r ; 

300 Crescent Court, Suite 1 000 
Dallas, Texas 75201-7852 


Dear Mr. Wyly: 

As part of SBC Communications Inc.’s ("SBC") acquisition of the stock of 
Sterling Commeree (“Sterling^ in March. 2000. all outstanding options to 
purchase shares of Starling were canceled. All option holders received cash from 
SBC/Sterling based on the excess of die stock purchase price over the option 
exercise price. A grantor trust that held Sterling options previously granted to you 
received cash proceeds ftom SBOSterling for the exercise of options. 

Typically, the exercise of nonqualified stock options, such as those issued by 
Sterling, require tire option holder to recognixe taxable income in the year the 
options are exercised. The company issuing the options receives a tax deduction 
to the extent income is recognized by the option holder. The company has a legal 
obligation to i^rt the amount of income recognized by an option bolder to the 
Interaal Revenue Service. 

Because of this reporting obligation, SBC is preparing to issue a Form 1099 to 
you^our trust showing taxable income of S 27,337,500.00. If you are aware of 
any reason that this Form 1099 should not be issued, please contact either Larry 
Ruzicka at (21 or me at your earliest convenience. 

Sincerely, 


CC; A1 Hoover 


Permaneot Subcommittee on Investigations 

EXmBIT#66-FN714 
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Ke^ey Henrungfon 

Wednesday. January t7, 2001 9:36 AM 
MBe>ud«r@t 

loss’s 


B,1 Honvp.r Is Sf?nri1ng over some Irfo from SRC’s tax dftpsrtmenr. on 

They gte s a ying there is n ot hing in thejg fil e t o show why the offshore trusta should not ' 
be issued a 10S9 and they plan to do so at 1/31 unless they receive cocumentatlon from tis. 
The amounts are $27. 3M CJW, S45, 6M SW and 

$4.1 M Evan. I don't have offshore financials for this period so I am not sure exactly 
which trusts we ate talking about. Evan wants ne to call Rodney which I will do once 1 
receive this letter, but thought I might check to see if the issue has ever come up 
beiore? 

Keeley 


Redacted by the Pamanent 
Subcommittee op Investi^tions 


From: 

Sent: 

To: 

Subject: 


The preceding e-mail message (including any attachments) contaiiis iiifocination that may be 
contidentia_ , or constitute non-public information. It is intended to be conveyed only to 
the designated recipient's}. If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Permanent Subcommittee on Investigatioas I 

EXmBIT#66-FN715 | PSI-WYBR 00607 
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Owens, RmineyJ. 

From: 

Sent: 

To: 

Subject: 


khennlngtcm 

W^tnesday. January 17, 2001 4:16 PM 


= Redacted by the Permanent 
__SubcorranitteeonJnvesti^tio^ 


Here is what I have been able to gatoer: 

The cation income SBC is concerned with those that were sold in 96 in 
exchsftge for private annt^des. TTte trusts involved are: 

Charles Wyfy - Tyler Trust (Elysium) 

Kam Wvlv - Baidarltostl^ 

Evan W^y > Bessie Taist (A^tis) 

Afl three of these transactions took place as follov^: 

3/7/96 Options issued frc»n Sterling COmnwca to individua] 

3f7J9Q E^h indtvlduai settied the qstions to a iOM grantor trust 
3/7/B6 TYia tOM trust sold to tiia above subskSanes for private annuity 
12/31^6 Each IOM grantor tixist distiibuted toe private sumulties to toe 
indMdual 

Mictoelle seems to remember that forms were filed v^en the prnrate annuities 
were dtetributed in Dec 96, but she cani remember for sure. 

They do not soon to be concerned with toe options that were strid offshore 
in 1 1/99. only toe 96 transat^ion. 

Let me know what else you need. Thanks 


The preceding e-mail m^sage ftnducfing any attachments) coruains 
Information that may be confidential, or constitute non-pub6c information. 
It \s intended to be conveyed only to the designated rec^ent(8}. If you 
^e not an intwided recipient of tois message, please notify toe sender by 
replying to tols message and toen delete It from yot^ s^tem. Use, 
dissemination, dsiribution. or reproduction of this message by unintended 
recipients is noi autoorized and may be unlawful. 


i 


Permanent Subcommittee on Investigations 
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MEADOWS, OWENS, COLLIEK, REED, COUSINS & BLAU, L.LJP. 

AmMtTSAru* 

AMMtrrPiapusgngUAiajrrTARTW MwwQ iwRciw^w n NAi o o wo RATWHi 

901 MAIN STREET, surre 3700 
DALLAS.TEXAS 75 a )2 
(214)744-3700 

www.meadowsow«ns.cDm 

RODNEY J.OWa<S,P.C. FAX ai4) 747-3732 

Partner WA're^)451-a»3 

rowm<9ineut(nno««Bs.a»> 


lanuacy 26, 2001 


Mr. John J. Stephens 
Vice President - Taxes 
SBC Communications, Inc. 

175 East Houston Street, Room H-60 
San Antonio, TX 78205 

Re: Purchase of Sterling Commerce Option from Elvsinm Limited . 

Dear Mr. Stephens: 

SBC purchased stock options in Sterling Coininerce from Elysium Limited as a part of 
SBC's acquisition of Sterling Commerce in March of 2000. You have inquired as to whether 
SBC must file a Form 1099 with the Internal Revenue Service regarding the sales transaction. 
Although we did not represent Elysium Limited with respect to such sale, we serve as U.S. 
counsel for Elysium Umited and have been authorized by its representatives to respond to your 
inquiry. Elysium Umited is a foreign corporation organized and residing in the Isle of Man. 
Accordingly, it is not appropriate for SBC to file a Form 1099, or any other reporting papers * 
regarding this transaction, because Elysium Umited is a foreign corporation and the income from 
the purchase of the stock options is not subject to U.S. taxation. 

A payment to a corporation is only reported based upon the limited situations described 
in the Instructions to Form 1099, none of which apply here. [See, General Instructions for Forms 
1099, 1098, 5498, and W-2G at p. Gen- 10, 11; Treas. Reg. § 1.6041-3(c)(1990); Treas. Reg. § 
1.6041-3(qXJan. 1, 2001)]. In addition, of course, a Form 1099 should not be filed for this 
transaction because it involves a foreign payee. (See, Treas. Reg. §§ 1.6041-2(c)(l), -3, -4 (Jan. 

1, 2001)). 


Permanept Snbcommtttce oo iBvestigatioas I 

^E}^mT#66^FN716^ PSI-WYBR 




SBC Communications, Inc. 
January 26, 2001 
Page 2 
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1 understand that time is impoitant for you. If you have any questions or concerns, please 
contact me and I will have one of my associates address the question or concern immediately. 



RJOxlb 

cc: Mrs. Keeley Hennington 

238893 
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MEADOWS, OWENS, COLLIER, REED, COUSINS & BLAU, LX.P. 


ROnNEY J. 0WEN5,FXi 
Fsitner 


A aiaumm uwTGD uumnr M 


aRLCDtMtATMM 


901 MAIN STR^. SUITE 3700 
DALLAS, TEXAS 75202 
(214)744.3700 


www.meadowsowens.com 


FAX aW) 747-3732 
WATS (800) 451-<S093 


Janua ry 26, 2001 


Mr. John J. Stephens 
Vice President - Taxes 
SBC Communications, Inc. 

175 East Houston Street, Room H-60 
San Antonio, TX 78205 

Re: Purchase of Sterling Commerce Option from Moberlv Limited . 

Dear Mr. Stephens; 

SBC purchased stock options in Sterling Conunerce from Mdterly Limited as a part of 
SBC's acquisition of Sterling Commerce in March of 2000. You have inquired as to whether 
SBC must file a Form 1099 with the Internal Revenue Service regarding the sales transaction. 
Although we did not represent Moberly Limited with respect to such sale, we serve as U.S. 
counsel for Moberly Limited and have ten authorized by its representatives to respond to your 
inquiry. Moberly Limited is a foreign corporation organized and residing in the Isle of Man. 
Accordingly, it is not appropriate for SBC to file a Form 1099, or any other repotting papers 
regarding this transaction, because Moberly Limited is a foreign corporation and the income 
from the purchase of the stock options is not subject to U.S. taxation. 

A payment to a corporation is only reported based upon the limited situations described 
in the Instructions to Form 1099, none of which apply here. [See, General Instructions for Forms 
1099, 1098, 5498, and W-2G at p. Gen-IO, 11; Treas. Reg. § 1.6041-3(cK1990); Treas. Reg. § 
1.6041-3(q)(Jan. 1, 2001)]. In addition, of course, a Form 1099 should not be filed for this 
transaction because it involves a foreign payee. [See, Treas. Reg. §§ 1.6041-2(c)(l), -3, -4 (Jan. 
1, 2001)]. 


Ppriuanept Subcommittee ou lav estieatious I 
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I understand that time is impoitant for you. If you have any questions or concerns, please 
contact me and I will have one of my associates address the question or concern immediately. 



RJOxIb 

cc; Mrs. Keeley Bennington 
238955 


PSI-WYBR 00617 



MEMORANDUM 


TO: FBLE 

FROM: MIKE FRENCH 

DATE: 02/09/01 

-REl S EOmONS — 



The SE options issued to SW, CJW and EW in 1 996 were initially transferred by them to 
grantor trusts of which they continued to be treated as owners for U.S. income tax 
purposes. A representative assignment agreement is attached as Exhibit “A”. Also in 
March 1996 the options were ftnther transferred by the grantor trusts to entities owned by 
inrevocable foreign trusts of which SW, CJW and EW are not treated as grantors or 
owners for U.S. income tax purposes (the “Second Transfers”). A representative second 
assignment agreement is attached as Exhibit “B”. 

The Second Transfers were completed sales of the options to independent trusts 
administered by independent trustees. The SE options were valued in the Second 
Transfers at their Black-Scholes values. The assignments were acknowledged and agreed 
to by SE. 

Had the Second Transfers been for cash, there would have been a taxable event at that 
time, triggering an income tax liability on the part of SW, CJW and EW and a 
corresponding tax deduction on the part of SE. 

However, in exchange for such options, SW, CJW and EW received private annuity 
agreements issued by entities owned by the foreign trusts (Exhibit “C”). The private 
annuity agreements (the “Annuities”) provided for life annuities to each of SW, CJW and 
EW, with annual payments commencing after a period of deferral. The annuity 
agreements set forth the Black-Scholes values of the options. As of this date, payments 
have not yet commenced. 

Following the Second Transfers, the interveaiing grantor trusts were liquidated and the 
private annuities were distributed to SW, CJW and EW. 

In coiaection with the option transfers, the Annuity recipients received legal opinions 
ftom Chatd:y and Associates (Exhibit “D”) to the effect that the transfer of the SE 
options in exchange for the Annuities created no immediate taxable gain, and therefore 
were not taxable in 1996, The opinions further state that the payments under the 
Annuities would be taxable as and when received. 


EXfflBIT#66-FN717 
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Milliman &. Roberson, coi^iting actuaries, have calculated the payments under the 
Annuities and have provided schedule of such payments (Exhibit “E”). 

At the time of the option exercises in 2000, the cations were owned by independent 
foreign entities tiiat purchased the cations for their fair value in 1S^6. As jforcign 
entities, they were not and are not subject to U.S. income taxation. Therefore no taxable 
events occurred in 2000 with respect to the foreign entities or witii r«:pect to SW, CJW 
and EW. Taxable events will occur in the foture as and when SW, CJW and EW receive 
payments under the Annuities in accordance with Exhibit “E”. 


The cation assignments and income tax treatment thereof were disclosed to SE 
management in 1996 when they occurred, and SE management acknowledged and agreed 
to the defonxd tax treatment of the Annuities at that time. 
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ap.com 

03/28«)1 04:20 PM 


To: s»n' 

evan_wyiy< 
mbouchsf 
cc: 

Stibject; SBC 


shai1_rot»rtsonQ 


Wanted to let everyone know that I heard a final answer from SBC today that 
they will not be issuing any 1099 's to Sarni, Charles or Svan for the option 
exercises. They are sending a letter to me with what information they 
need. The good news is that X do not think they are going to require 
anything from the trustees or directors directly. Hiey seem to be most 
-focused--Gn-fel»—anau4r&y-payeut. -schedu l e s an d-gettring-yearl-y-updatea-on - - - 


penalties . 


The only issue they are looking into is whether they have any reporting 
requirements with regard to payments to foreign corporations. I have a 
call into Rodney to check this out ( they do not sound too concerned about 
it) . They also said there is a very slim chance they may find a strong 
enough position to take a deduction on their return this year. If they do 
and are audited the private annuity agreeement could be challenged. Again, 
they did not think this was a high likelihood and we will likely have this 
risk whenever they take the deduction. 


I will keep everyone informed when I get their letter, but looks like we do 
not have to worry about any 1099 's surfacing. 


Thanks 

Keeley 


The preceding e-mail message (including any attachments) contains 
information that may be confidential, or constitute non-public information. 
It is intended to be conveyed only to the designated recipient (s) . If you 
are not an intended recipient of this message, please notify the sender by 
replying to this message and then delete it from your system. Use. 
diaaemination, distribution, or reproduction of this message by xmintended 
recipients is not authorized and may be unlawful. 


pprmanent Subcomm ittee on InvestieatioDS 
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BROCKMAN, JOHN D (SBC-MSI) 


From: 

Sent: 

To: 

Subject: 


khennington^MHflj^ 

Wednesday, September 12, 2tX)1 10:52 AM 
BROCKMAN. JOHN D (SBC-MS!) 
research 


= Redacted by the Permanent 
Subcommittee on Investigations 



N6cKs»9n wexd 4 

John - Attached is the memo I did for our files after discussions with our 
attorneys- Please review amd let me know your chougfhts. Then we can irrave 
forward to get any required d ocumentatio n to y o u procg>tly. Thanks f o r the 

t-ftll T.ar-r-y T saia h«»nr» ^ 


{See attached file: sbcoptionsale.doc) 


The preceding e-mail message (including any attachments) contains 
information that may be confidential, or constitute non-public information. 
It is intended to be conveyed only to the designated recipient{s) . If you 
are not an intended recipient of this message, please notify the sender by 
replying Co this message and then delete it from your system. Use. 
dissemination, distribution, or reproduction of this message by unintended 
recipients is not authorized and may be unlawful. 


Permapent Subcommtttec on lovestiettiops 
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Memo to File 


Re: Sale of Sterling Commerce Options to SBC 


Under §881, foreign corporations are taxed on various income items even though they are 
not effectively conn e cted to a United Slates trade or business. Income ite ms taxed under 


periodic” gains, profits and income (‘FDaP’), including, but not limited to interest, 
dividends, rents, salaries, wages, prentiums, annuities, compensations, remunerations and 
emoluments (§881(a)). If income is deemed to be taxable under §881, withholding 
requirements exist under § 1442 unless the payor has received proper documentation of 
exemption from withholding from the payee. 


The sale of an option could be FDAP from the language of the statute because it 
produced a gain. However, the Regulations clarify that a sale of property is not PDAP, 
presumably because it is not periodic. The regulations effective until lanuaiy 1,2001 
state that “Income derived from the sale in the United States of property, whether real or 
personal, is not fixed or determinable annual or periodic income.” (Treas. Reg. §1441- 
2(a)(3) effective before 1/1/2001) The new regulations continue this rule by excepting 
‘gains derived from the sale of property (including market discount and options 
premiums). . from the definition of FDAP. (Treas. Reg. § 1441 -2(b){2)(i) effective after 
12/31/2000). This rule was further explained in the preamble to the new regulation 
which state that ‘the IRS and Treasury believe that the statute contemplates very few 
exceptions to the concept of FDAP and the only clear exception is for gain from the 
disposition of property.” 


As the gain from the sale of the option should not be considered FDAP, it is not income 
to the seller under Section 881. Similarly, the Buyer should not have any withholding 
requirements with regard to the payment under Section 1442. 

The second question involves reporting requirements. Generally, no 1099 informational 
reporting is required for payments to a corporation. The new regulations under §6041 
address when a payor may treat the payee as a corporation exempt from 1099 reporting. 
These include; 


1) The name of the payee contains an unambiguous expression of corporate status such 
as Inc., Corp., etc. 

2) The payor has on file a corporate resolution or similar documents clearly indicating 
corporate stams. 

3) The payor has received a Form W-9 which includes an BIN and a statement from the 
payee that it is a domestic corporation. 
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4) The payor has received a withholding certificate described in §1441-l(c)(2)(i) that 
includes a certification that the pereon whose name is on the certificate is a foreign 
corporation. 

To accomplish this certification, the Sellers conld provide the Buyer with a Form W- 
8BEN, in which the Seller certifies that they are a foreign corporation. For this purpose, 
the foim merely asks the name of the organization, the type of organization and the 
company’s address. Additionally, the Seller could provide the Buyer with a corporate 
resolution under (2) above. 


A requirement could also exist to file Form 1042-S. However, under new Regulations 
applicable to payments after 12/3 1/2000 “amounts subject to reporting on Form 1042-S 
are amounts paid to a foreign payee that are amounts subject to withholding as defined in 
§1.1441-2{a).” Since no withholding requirement exists under §1441 (see above), no 
1042-S filing requirement exists. 

In summary, no withholding or information reporting is required. The sale of piopeny 
falls under the exception in the definition of FDAP for sales of property. Under the 
information reporting regulations, because withholding does not apply, the payments 
need not be reported on Form 1099 or Form 1042-S. However, the Seller should provide 
the Buyer proof of corporate status under one of the methods described above to be kept 
in their files. 
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BROCKMAN. JOHN (SBC-MSI) ^'/OM 


■ = Redacted by the Permanent 
Subcommittee on Investigations 


Prom: 

Sent: 

To: 

Subject: 


Ruzicka, Lawrence (Sbc-Msf) 
Thursday, July 05. 2001. 3:35 PM 
BROCKMAN, JOHN (SBC-MSi) 
FW: FW; 


John, 

Can we discuss when you have a chance? 


Thanks , 
Darry 


ASSto'i 


, ip 

■te/ ^ 

<56 


Original 

From: khenningeonfHilHHHHB 
Sent; Thursday. July 05, 2001 2: 
To: Ruzicka, Lawrence (Sbc-Msi) 
Subject: Ro: FW: 


Larry - things have been very crazy here and I have not forgotten about 
you. The research, our attorneys did state* that there is not a reporting 
requirement because there is not a withholding requirement. ’ He said we 
should furnish a W-8BSN certifying as a forei;^ corporation. I have not 
had a chance to look at it in detail but should next week and I promise I 
will get back to you then. 

Sorry for the delay 
Kaeley 


The preceding e-mail message (including any attachments) contains 
information that may be confidential, or constitute non-public information. 
It is intended to be conveyed only to the designated recipient (s) . If you 
are not an intended recipient of this message, please notify the sender by 
replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by uViintended 
recipients is not authorized and nay be unlawful. 


"Ruzicka, 



06/08/01 
08:54 AH 


Original Message — - — 

From; Ruzicka, Lawrence ( Sbe -Ms i ) 1 per^^nt Suhyammittee on Investigations 

I EXHIBIT #66 -FN 720 
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Sent: Friday, Jun e 08, 200 1 8:44 AM I—— Redacted by the Permanent 

To : ' IchenningconSIHI^^HI^ L, Siibcommitte e on InvesnVaHnn, 

Subject: RE: 


Keeley. 

To follow up on this, our legal group has determined the following: 


I reviewed IRC §1442, which governs withholding and reporting on payments 
to 

foreign corporations, and offer the following for further discussion; 

If 3BC/Sterling were deemed- to be -ar-payer—(a^-wit:hhgldingyagent) of— fixed ' 
or determinable annual" or periodical ihcoma form sources within the United 
States to a foreign corporation, then U.S. withholding at the rate of 30% 
would have applied. However, if the payee had provided SBC/Sterling with a 
Form W-8ECI. Certificate of Foreign Person's Claim for Exenption from 
Withholding on Income Effectively Connected With the Conduct of a Trade or 
Business in the United States, prior to the payment, then seC/Sterling 
could 

have relied on the Form M-8ECI and not withheld U.S. tax on Che payment. 

Regardless of whether tax was withheld, if the payments were fixed or 
determinable einnual or periodical income form sources within the United 
States to a foreign corporation. Chen SBC/Sterling should have filed Form 
1042*'S, Foreign Person's U.S. Source Incqwie Subject to Withholding, with 
the 

payee and the Internal Revenue Service by March IS. 2001. 

Form W*-8ECI would not be filed with the IRS. The withholding agent. 
Sterling Coimnerce, would hold the properly coi^leted Form W-8ECI in its 
files and may rely on the Form to treat the payments as exen^t from 
w.ithhoiding. However, the Form 1042-S would be filed with the IRS Service 
Center in Philadelphia. 


Please let me know if you have a Form W-eSCI on file. 

Thanks , 

Larry 


Original Mes^ 

Prom; khennington^ 

Sent; Wednesday, Hay 02. 2001 2:43 PM 
Tos RuzicJca. Lawrence (Sbc-Msi) 
Subject: Re: 


That will be great. I will be back in the office on Tuesdays and 
Thursday's starting the week of May I will be glad bo get you what 

you need. Everything is well here. 


Keeley 


The preceding e-mail message (including any attachments) contains 
-information that may be confidential, or constitute non-public information. 

2 
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mmmmmm ~ Redacted by the Peimanent 
I Subcommittee on Investigations 


It is intended to be conveyed only to Che designated recipient {s) . If you 
are not an intended recipient of this message, please notify the sender by 
replying to this message and then delete it from your system- Use. 
dissemination, distribution, or reproduction of this message by unintended 
recipients is not authorized and may be unlawful. 


"Ruzicka. 



05/02/01 
01:16 PM 


Keeley, 

I hope everything is going well for you and your family. 

Because the cash payments to redeem the Sterling stock options were made to 
corporations and withholding was not required. SBC is going to need some 
information from the corporations indicating that fact. I will have to get 
back to you on what we have in mind. 

Th^iks, 

Larry 


Sent from my BlackBerry Wireless Handheld (www.BlackBerry-net) 


3 
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Request Number Oil 

In regard to: Form 1040 - Schedule C 

Form 1040 for the year ended 12/31/2000 

Attached is a copy of Statement 13 - Schedule C- Other Income, listing directors fees and 
compensation from the exercise of stock options. 

REQUEST: 


1.^ Please provide detail (number ofshares granted, date acquireiU exercis&price,jdate sold. 


a. Stock option exercise - directors fees $102,083 

b. Sterling Commerce - stock option exercise 10,078,125 


REPLY: 


• $102,083 represents Sterling Software, Inc. director’s fees. 

• $10,078,125 represents the amount of income Sam Wyly realized upon the sale of 
Sterling Commerce, Inc. options to SBC Communications in March 2000. At the time of 
the sale, Sam Wyly held 462,500 options to purchase shares of Sterling Commerce, Inc. 
at a strike price of $25.50. In addition, at the time of the sale, a marital trust set up by 
Sam Wyly held 75,000 options to purchase shares of Sterling Commerce, Inc. at a strike 
price of $25.50, which options were transferred to the trust by Sam Wyly in 1998. The 
537,500 options held by Sam Wyly and the marital trust were granted to Sam Wyly on 
October 22, 1996. Sterling Commerce, Inc. was sold to SBC Communications in March 
2000 at a price of $44.25 per share, and both Sam Wyly and the marital trust each 
received the net amount of $1 8.75 per share for their combined 537,500 options to 
purchase shares of Sterling Commerce, Inc. Sam Wyly reported the $ 1 0,078, 1 25 as 
income as he was the employee to whom the options were issued. 


Permanent Subcommittee on Investigations 
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Request Number 023 


In regard to: Form 1040 - Schedule C 
Form 1040 for the year ended 12/31/2000 

Attached is a copy of Statement 16 - Schedule C - Other Income, listing directors fees and 
compensation from the exercise of stock options. 

REQUEST: 


1. Please pro»idexletaii(numberjotshares granted, date acfluired,^exercisejyice,^date sold, 


a. Sterling Software Directors Fees / Options S51,042 

b. Sterling Commerce Directors Fees / Options 4,708.500 


REPLY: 


• $51 ,042 represents Sterling Commerce, bic. director’s fees. 

• Of the $4,708,500 reported, $21,000 represents Sterling Commerce, Inc. director’s fees. 
The remaining $4,687,500 represents the amount of income reported by Charles J. Wyly, 
Jr. upon the sale of 250,000 Sterling Commerce, Inc. options to SBC Communications in 
March 2000. At the time of the sale, Stargate, Ltd. held these options at a strike price of 
$25.50. These options were granted on October 22, 1996 to Charles J. Wyly, Jr, who 
then transferred these options in 1999 to Stargate, Ltd. Sterling Commerce, Inc. was 
sold to SBC Communications in March 2000 at a price of $44.25 per share, and Stargate, 
Ltd. received the net amount of $ 1 8.75 per share for the sale of these options. Charles J. 
Wyly, Jr. reported the $4,687,500 as income on Schedule C of his 2000 Form 1040. 


I Permaoent Subcommittee on iDvestigations 
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AMENDMENT OF PRIVATE ANNUITY 


This Amendment is drafted to be effective the 31“ day of January 1998, and is entered 
into by Locke Limited, an Isle of Man corporation located at International House, 


individual of 300 Crescent Court Drive, Suite #1000, Dallas, Texas 75201. 


WITNESSETH 


WHEREAS, the Private Annuity is intended to be a deferred Private Annuity 
pursuant to Section 2.4 of the Private Annuity Agreement -with such annuity to 
commence on Oaober 4, 2002, being the sixty-eighth (68*) binhday of Sam Wyly, the 
individual on whose life the Annuity is based; and 

WHEREAS, the intent of a deferred Private Annuity was to provide payment 
upon the retirement of Mr. Sam Wyly; and 

WHEREAS, Mr. Sam Wyly warrants that he does not anticipate retiring on the 
stated annuity commencement date; and 

WHEREAS, Mr. Sam Wyly warrants that he is of average or better physical 
and mental condition for individuals in the United States of America of the age and 
gender; and 

WHEREAS, the parties have taken this warranty into account in determining 
the possible consequences that might arise with respect to the deferral of the 
commencement of the Private Annuity; and 

WHEREAS, the parties have reviewed the possible consequences that might 
arise with respect to the anticipated actual life expectancy of Sam Wyly; and 

WHEREAS, a physician’s health repon shall be attached hereto substantiating 
such fact within one (1) year of the execution of this Agreement; and 

WHEREAS, Mr. Sam Wyly desires the deferral of the private annuity until his 
anticipated retirement; and 


Permanept Subcommittee on Investigations I 
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WHEREAS, the obligor, Locke Limited, agrees to defer the Priva te Annuity 
from the sixty-eighth (68'*') birthday of the Annuitant, Sa m Wyly, wh ich is ' 

2002 to the seventy -third ( 73 '''*) birthday of the Annuitant, 2007 ; and 


WHEREAS, the Private Annuity Agreement is capable of being amended 
pursuant to Section XXII which states that “(T]his Agreement may be amended, 
altered, supplemented, or modified (herein collectively called an “amendment"), and 
any provision hereof waived, but only by a written agreement executed or signed by 
al! the parties hereto or by the party to whom such amendment or waiver relates or is 


NOW THEREFORE, the parties agree to amend the Private Annuity Agreement to 
provide that the commence ment of the Private Annuity shall be the seventy-third (73''*) 
birthday of the annuitant, 4|[||HHB8007. 


& 



Locke Listed 


Mr, Sam Wyly; 
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AMENDMENT OE PRIVAIE ANNUITY 


This-TtomdDiem^s-drafad^to^^br-egg ai Y e- c bea^ dyejjaBggr^^^gfamHFeiK^eii 
into by Souiiean* Uauted, an isle ot itlaa corporauoa looited at Trident .'friiS 
Company Q^OM) Limited, 100 Market Strctt, Douglas, IsU of Man, lM99nT, British 
Isles, and Charles ''3?Tly, Jr., an individual of 300 Crescent Court Drive, Suite #1000, 
Dallas, Texas 75201. 


VITNESSEIH 


WHEREAS, the Private Armuity is intended to be i deferred Private Annuity 
pursuant to Section 2.4 of the Private Antruity Agreement with such annuity to 
commence on Oaober 13, 2001, being the ritcry-eighth (68*‘^ birthday of Charles 
Wyly, Jr., the individual on whose life the Annuity is based; and 

WHEREAS, the intent of a deferred Private Annuity was to provide payment 
upon the retiretnent cd Mr. Charles Wyly, Jr.; and 

WHEREAS, Mr. Charles Wyly, Jr. warrants that he docs not anticipate retiring 
on the seated annuity conunencement dale; and 

WHERE.AS, Mr. Charles Wyly, Jr. warrants that he is of average or better 
physical and mental condition for individuals in the United States of America of the 
age and gender; and 

WHEREAS, the parties have taken this warranty into account in deter minin g 
the possible consequences that might arise with respect to the deferral of the 
commencement of the Private Annuity; and 

WHEREAS, thf parties have reviewed the possible consequences that might 
arise with respect to the anticipated actual life espectanty of Charles Wyly, Jr.; and 

WHEREAS, a physician's health report shall be artached hereto substantiating 
such fact within poe (1) year of the execution of this Agreement; and 

; WHEREAS, Mr. Charles Wyly, Jr. desires the deferral of the private annuity 
until bis anticipated retirement; and 


WYLY 03949 


I Permanent Subcommittee on Investigations 
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■WHEREAS, die obligor, Sonlleana tijoitec!, agrees to defer the Private 
Annuity frg^Aymy-eigbh birthday of the Amuitaat, Charles 'Wyly, Jr., 
-which ^ seventy-third ^3*^) birthday of the Ajmukant, 

^2006; anil 


"WHEREAS, the Private Annuity Agreement is capable of being amended 
puisoant to Section XXII which states that .^peensreHt may be aussHded, 

altered, supplemented, or modified (herein coHeoivcly called an amendment"), and 
any provisioD hereof -waived, but only by a wrinen agreement executed or signed by 
all the parties hereto or by the party to -whom such amendment or -waiver relates or is 
applicable." 

NOW THEBEFORE, the parties agree to amend the Private Aaanicy Agieement to 
pro-vidc that the conunenc emeat of the Private Annuity shall be the seventy-third (ys"*} 
birthday of the annuitant, j^miH^2CI0£. 


^phligor: 




Soulieana Limited 


Mr. Charles 'Wyly, Jr.; 


WYLY 03950 


PSI00009470 
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07/2B/04 10i49am P. 001 


RETIREMENT 

HORIZONS 

I NCORPORATED 


Fax 


= Redacted by the Permanent 
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To: Michelle Boucher 

From: 

Eric Ammann 

Fax: 345-949-2519 

Pages: 

6 {including cover) 

Phone; 214-572-9000 

Date; 

July2«2004,3;aHwTr./l9.•?<94^./»7h■ 

Re: Revised Letters 

CC; 



□ UiBent O For Review 

D Pleas# Comment 

□ Pleaise Reply □ Please R^^ycle 


• Commentfii 


Michelle - 


Enclosed are the revised letters which reflect your changes. Please note we have 
added our standard disclaimer at the end of eadr of the letters. 


For the letter which will apply to the contracts currently in pay status, we have added 
an exhibit which details the calculation of the interest portion on the supplemental 
payment; hopefully, this meets your needs. If not, please let me know how we can 
improve the information. 


I have a busy week next week and will be out of the office Thursday and Friday at a 
client meeting. If possible, I would like to finalize these letters by Tuesday in order to 
meet your July 31®* deadline. 


Thanks Michelle. 


You can reach me at either 



orf214) 



Eric 


2sns N. Phnt RmI. Stui, 3300 
'BJtbanimn, TX 7S0S2 
aU) ??2-9m 
fay (214) 572-Ofm 


Permanedt Subcommittee on Investigations 
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lOi+Sain P. 00Z 


.Tu!y 23, 2004 


Mr. Francis Webb 

c/o Little Woody Limited 

Trident Trust Company (lOM Limited) 

P. O. 175 
12-14 Finch Road 
Douglas, Isle of Man 
British Isles, IM99 ITT 

Re; Modifications to the Private Annuity between Little Woody Limited 
and Charles .T. Wyly, Jr. dated April IS, 1992 (the "Contract") 

Dear Mr, Webb: 

Upon review of the circumstances involving the 1 998 amendment to defer the commencement 
date of the Contract by five years. I am recommending a change to the calculation of the delayed 
annuity payment amount. This change results in an increase in the annual annuity payment from 
$1,363,889 to $1,459,871, an increase of approximately 7.04%. 

When the original deferment calculations were completed several years ago, the discount rate 
used was the rate (based upon 120% of the Applicable Federal Mid-term Rate) in effect at the 
end of the year that the contract was modified (1998). Thus, the discount rate used was the 
December, 1998 Federal Mid-term Rate of 5.4%. However, the Contract amendment was 
effective eleven months earlier in January of 1 998. Furthermore, this eleven month period 
experienced a significant change in the Federal Mid-term Rate, as the January 1998 rate was 
7.2%. 


The discount rate basis of 120% of the Federal Mid-term Rate was used since it was consistent 
with the terms of the contract and the valuation principles outlined in Internal Revenue Code 
Section 7520 and related regulations, In effect since May 1, 1989, IRC Section 7520 specifies 
the basis and actuarial factors for certain types of annuity valuations. The discount rates under 
IRC 7520 are variable to reflect cunent market conditions; the applicable discount rates are 
updated monthly. 

Given this degree of change in the applicable discount rate between January and December of 
1998, coupled with the valuation principle that an amendment to the terms of the Contract that 
affects the timing of the receipt of the annuity payments should be accomplished based upon a 
current market discount rate, the new payment amount of $1,459,871 is the more appropriate 
payment value for the Contract ameninent which was effective in January, i 998. 


CONFIDENTIAL 
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37/2B/ZI‘l 10; 49am P. 003 

Mr. Francis Wehh Page 2 July 23. 2004 


Summarized beiow is a history of the caicuiated annuity payments for the Contract; 

Annual Payment 

• Annuity payment under the original terms of the 
Contract, based upon an age 65 benefit 
commencement date 

$ 909,050 

• Original calculation related to the 1998 amendment 
to delay commencement of tlte annuity to age 70, 

using the December, 1998 discount rate of 5.4% $ 1,363,889 

• Revised calculation related to the 1 998 amendment 
to delay commencement of the annuity to age 70, 

using the .lanuary, 1998 discount rate of 7.2% $ 1,459,871 

This revision, which reflects the current market discount rate in effect at the time of the Contract 
modification, is consistent with the calculation methodology found in the commercial annuity 
marketplace. 

Since the first payment under the Contract was made to Charles 3. Wyly, h. on November I , 
2003 in the amount of S 1 ,363,889, a supplemental payment should be made to him to reflect the 
revised higher annual payment amount under the contract. We have calculated the supplemental 
payment amount to be $99,051, which is the difference between the revised and the previous 
annual payments (S 1 ,459,871 - $ 1 ,363,889), accumulated with monthly interest to July 3 1 . 2004. 
The monthly interest rate credited was equal to the published 1 20% Applicable Federi Mid-term 
Rale for the months of November, 2003 through July, 2004. Attached is an exhibit detailing the 
calculation of the interest accumulation on the supplement payment from November 1 , 2003 to 
July 31, 2004. 

Retirement Horizons’ role with respect to the private annuity contracts is strictly confined to 
providing actuarial calculations of the contract values using mortality and discount rate 
assumptions consistent with the calculation terms specified in the language of the annm’ty 
contracts. Retirement Horizons is not offering an opinion as to either the legal or tax status of 
these private annuity contracts. 

Please call me at (214) 572-9000 if you have any questions regarding this information. 

Sincerely, 


Eric Ainmann, FSA 
Principal 

End. 
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07/2S/04 10:49a.m P. 004 


Calculation of Supplemental Payment 

for 


Little Woody Private Annuity Contract 


Monthly 


Accumulated 



Annual 120% 

Monthly 120% 

Accumulation 

Supplemental 

Month 

AFR Rate 

APR Rate 

Factor 

Payment - end of mo. 






Supplemental annuity payment amount without Interest 


595,982 

interest accumulation to July 31, 2004 




November, 2003 

3.99% 

0.3325% 

1,003325 

$96,301 

December, 2003 

4,26% 

0.3550% 

1.003550 

$96,643 

January, 2004 

4.23% 

0.3525% 

1 .003525 

$96,984 

February, 2004 

4.13% 

0.3442% 

1 .003442 

$97,317 

March, 2004 

4.01% 

0.3342% 

1 .003342 

$97,643 

April, 2004 

3.80% 

0.3167% 

1.003167 

$97,952 

May, 2004 

3.81% 

0.3175% 

1.003175 

$98,263 

June, 2004 

4.67% 

0.3892% 

1.003892 

$98,646 

JuSy. 2004 

4.94% 

0.4117% 

1.004117 

599.057 

Interest portion 

of supplemental payment 



53,059 


supple. pay.jcis 


7/23/2004 
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KUi3C.K I PAGE 01 

MBLLIMAN & ROBERTSON, INC. 

9400 Nouttib Central Expressway, Suite 1000 
Dallas, Texts 7$23 1-5030 
(214) 863-5500 


Facsimile Transmittal Sheet 
Fax: (214) 863-5504 

Qatffi: March 3. 1999 
Tima: 3:15 PM 

To: Micheila Boudier 
Firm: Maverick Capital 
Fax#: (345)949-2519 

From: Eric Ammann 
CHantCode: MAV Managar*a Coda; 02 

COMMENTS 

MicheUe — 

Enclosed are two exhibits showing the updated annui^ valuations as of Decembef 31, 1998 which refiect 
die fipeaded aiunuty conuncaiccmenta dates ftr most of the amiuity coctzacts. With the asaim^ 
commet^ement dates (fefened five years, die cumoit valuation of these contracts decreased sigmficantly. 

Please let me koow if you have auy questions. 

]&ic 
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tnaLa-ilTHTt KUDCKlilAJN 


PAff 02 


Private Annuity Valuations (Revised* 3/3/99) 
for Sam, Qiarles, and Caroline Wyly 

Monlh 


Calulotian Data: 

Discount Rata (120% APR); 
Rounded Discount Rate: 


12 


5.43% 




c 


Year 

98 


5.40% 


Sam Wyly 





East Garroff 
West Carroll 
Morehouse 
Richland 
Tensas 


ie;55« 

586,674 

600.534 

704,009 

860,352 


F5;348,i 

3.702,603 
3,790,076 
4,443,1 25 
5,429,833 



jWpgejp^Ej^gl^ 



Charles Wyly, Jr. 

39,-/ 

1 




1 Little Woody 



^6,646,382 



708,646 

4,713,892 


iiVTSSS 


tcSBI 




r'o, 7to, ST?*/ 


Caroline Wyly 






Roaring Fork 

Rugosa 

^955,481 

727,688 

i6,i61,37^ 

4,756,279 

1 

T«^ 




/O, fin.lpSS 

We have updated the present values of the above private annuity contracts as of 
December 31 , 1 998. The discount rate used in determining the present values was 5,4%, 
which is 120% of the December 1998 Applicable Mid-Term federal Rate (120% APR) 
rounded to the nearest 0.2% 

* The revised valuation reflects the January 1998 amendments to the original private 
anmity agreeironts to defer the scheduled annuity commencement date by five years. 



Eric K. Ammann, FSA 




WylAnn.WK4 
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Annuities 
Value at 12/31/98 


Owner 

Annuity 

Number 

Name 

Date of 
Agreement 

Quantttv 

Value at 
12/31/98 

Sam Wyly 

92-V 

West Carrol!, Limited 

4/15/92 

2,526,000 

3,702,603 


92.V! 

Mor^ouse, Limited 

4/15/92 

2,584.653 

3.790,076 


92-Vli 

F^chland Limited 

4/15/92 

3.030.000 

4.443.125 


92-vm 

Tensas Umited 

4/13.92 

3.701.250 

5,429.833 


92-IX 

East Carroll Limited 

4/15/92 

8,420.875 

12.348.181 


92-X 

East Baton Rouge Limited 

4/13/92 

6.609,375 

9,696,124 


9&-VI 

Lod(e Umited 

2122/9B 

23,624.900 

19,780,577 


96-Vfl 

Moberty Umited 

3/7/96 

19,620,000 

15,986.475 


96-Vlii 

Audubon Asset Limited 

2/22/96 

13,779.600 

11.S37.336 


96-IX 

Vurta Fat Limited 

2/22/96 

2,395.350 

2,005.571 


9&.X- 

DevoiieiHLImIted 

2^98 

13r585T320 

t4-i374,673 


9W<I 

Samioinvostmanb 


5.451.900 

4.564,746 

104.661.322 


Charles Wyly 

92-1 

Utee Woody Limited 

4/15/92 

4.241.129 

6.046.962 


92-!l 

Roaring Creek Umlt^ 

4/13.92 

3,304,687 

4,713,892 


92-in 

Roaring Fork Limited 

4/15/92 

4,241,141 

6,101,373 


92-IV 

Matoen Limited 

4/13/92 

3,304.667 

4,756.279 


98-1 

Souiieana Limited 

2/22/96 

11.169.950 

9,269.042 


96-fi 

EJysiun Lhnited 

3/7/96 

10.464.000 

8,467,096 


96-1(1 

Quale Limited 

2/22/96 

11.455,925 

9.506.351 


96-fV 

Segartce Limited 

2/22/96 

6,792,680 _ 

5.636.699 






54.497.714 

Donnie Miller 

96-V 

Ramona Umited 

2/22/96 

966.840 

1.746.935 

Evan Wyly 

96-Xll 

Oorteiund Limited 

2/22/96 

4.334.490 

8.556.640 


96-Xlll 

AtlanUs Limited 

3/7/06 

002,000 __ 

1.655.443 


10 , 214.083 
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= Redacted by the Permanent 
Subcommittee on Investigations 



To Shari Robertson 
cc 

Subject: annuity valuations 


I spoRe with Eric Arrunann today. I think they should recalculate Che annuity 
payments as follows: 

Extension occurred Jan 1/98 

Leave payments and valuations as is through 12/31/97. 

Take 12/31/97 vaiiation and project new payments forward using new 
effectivel/1/98 discount rate. 

Re-value 12/31/98, 10/15/99 and 10/31/99 using new annual payments with 
applicable discount rates. 

I think this IS a better approach then going back to the origination date and 
projecting out to the new payment commencement dates, for the following 
- one, I think it should give it gives a lower valuation as the discount rate 
has dropped. 

- secondly, it is consistent with the timing of the decision being made 
to extend the paynent start date 

Eric Ammann doesn't fully understand the annuities, and is not happy to tell 
us which way to go. Since it could be a tax issue - I think we should as 
attorney's or accountants - I'm happy to run it by Rodney, but maybe Keeley 
should consider it too, or even think about asking EY. Let me know - I 
wanted your thougnts before approaching Rodney/Keeiey . 

I also gave Eric .Ammann a heads up on a possible sale or surrender of the 
annuity - to get him thinking about who we should talk to within M&R - if we 
choose to. Eric Indicated that it might be sensible to have 
CW/SW’s health status evaluated to determine where they would fit on the 
general population mortality tables - and that may justify an ’adjustment' to 
the standard valuation. 

Michelle 


n 

I — I - attl.htm 
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WYLY PARTNERSHIPS 


Stargato Investment, Ltd. 

November 30, 2001 

Shs/Face 

Book 

FMV 

Assets 




Cash/Money Market 


48,181 

48,181 

Annuities 



87,102.100 

Notes Receivabie: 




CJW, Jr InrevQcable Trust 


25.487.656 

25,487,656 

CDW Irrevocable Trust 


26,054,111 

26.054,111 

Accrued interest Receivable 


2,147,574 

2,147,574 





TOTAL ASSETS 


53.737.522 

140,839,712 

UABIUTIES 






0 

0 



0 

0 

TOTAL UABiLITlES 


Q 

0 

CAPITAL 

_ 






Charles & Caroline Wyiy Revocable Trust 

lOO.DOOODQH 


140.839,712 





TOTAL CAPITAL 

100.000000% 

53.737,522 

140,839,712 

TOTAL LIABimES& CAPITAL 


53,737,522 

140,839,712 





I Peroianent Subcommittee op Investigations 
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iz/ai/aa p. aaz 



Dcceaite 3 1,2003 


Via Pax; (345) 949-2519 


Ms. Michelle Boucher 

The Irish Trust Comp a ny (Cayman) Ltd. 

Floor HartKnir Place 
South Church Street 
Qrand Cayman 
BWI 

Re: December 31, 2003 Valuation of Private Annuity Contracts 

EJear Michelle; 

I have updated the valuation, of the private annuity contracts that were issued in April of 
1992 to Charles Jr., Caroline and Sam Wyly and the 14 additional contracts that were 
issued in February and Maith of 1996 to various individuals. These valuations reflect fte 
changes to the commenceinent dales and payment amounts that were made by the January 
1998 amendments. 

The attached Exhibit A shows the valuation results of the 1992 annuity conttacts, while 
Exhibit B shows the values of the 1996 annuity contracts. The present values of these 
contracts were determined as of December 31, 2003. 

Consistent with past practice, the contracts have been valued using a discount rate eqi^il to 
1 20% of the Federal W5d-Term Rate. Hiis rate for December 2003 was 4.26%, and when 
rounded to the near .2%, resulted in the valuation discount rate of 4.2%. 

The contract vaiues as of December 31, 2003 have increased since a year ago due to th^ 
discount period being a year shorter, 

Retiarement Horizons’ role with respect to the private annuity contracts is strictiy confined 
to providing an updated calculation of the contact values using mortality and discount Jate 
assumptions consistent with the caiculadon terms specified In the language of the annuity 
connaets. Retirement Horizons is not offering an opinion as to either the legal or tax staius 
of these private annuity contracts. 


2505 N. Fiona SoaJ, SuOaSiOO 
ltUimnbOH, \lkxas 750S2 
2 i4 ■ 572-9000 
Roc 2li • 572-9090 
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August 2, 2004 


Attn: Mark Lewin 

Close Trustees (Isle of Man) Limited 

St. George’s Court 
Upper Church Street 
Douglas Isle of Man 
M99 IRB 

Re; Modifications to the Private Annuity between Elegance Limited 

and The Lincoln Creek Trust dated February 22, 1 996 (the “Contract") 

Dear Mr. Lewin; 

Upon review of the circumstances involving the 1 998 amendment to defer the commencement 
date of the Contract by five years, I am recommending a change to the calculation of the delayed 
annuity payment amount. This change results in an increase in the atmual aimuity payment liom 
$2,461,209 to $2,634,138, an increase of approximately 7.03%. 

When the original deferment calculations were completed several years ago, the discount rate 
used was the rate (based upon 120% of the Applicable Federal Mid-term Rate) in effect at the 
end of the year that the Contract was modified (1998). Thus, the discount rate used was the 
December, 1 998 Federal Mid-term Rate of 5.4%. However, the Contract amendment was 
effective eleven months earlier in January of 1998. Furthermore, this eleven month period 
experienced a significant change in the Federal Mid-term Rate, as the January 1998 rate was 
7.2%. 


The discount rate basis of 120% of the Federal Mid-term Rate was used since it was consistent 
with the terms of the Contract and the valuation principles outlined in Internal Revenue Code 
Section 7520 and related regulations. In effect since May 1, 1989, IRC Section 7520 specifies 
the basis and actuarial factors for certain types of annuity valuations. The discount rates under 
IRC 7520 are variable to reflect current market conditions; the applicable discount rates are 
updated monthly. 

Given this degree of change in the applicable discount rate between January and December of 
1998, coupled with the valuation principle that an amendment to the terms of the Contract that 
affects the timing of the receipt of the annuity payments should be accomplished based upon a 
current market discount rate, the new payment amount of $2,634,138 is the more appropriate 
payment value for the Contract amendment which was effective in January, 1998. 


2505 N. Plano Road, Suite 3300 
Rlcbardson, Texas 75082 
214 • 572-9000 
fax 214 • 572-9090 

I Permanent Subcommittee on Investigations 
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Mr. Mark Lewin 


Page 2 


August 2. 2004 


Summarized below is a history of the calculated annuity payments for the Contract: 


Annual Payment 


Annuity payment under the original terms of the 

Contract, based upon an age 68 benefit 

$ 1,380,999 

Original calculation related to the 1998 amendment 
to delay commencement of the annuity to age 73, 
using the December, 1998 discount rate of 5.4% 

$ 2,461,209 

Revised calculation related to the 1998 amendment 
to delay commencement of the annuity to age 73, 
using the January, 1998 discount rate of 7.2% 

$ 2,634,138 


This revision, which reflects the current market discount rate in effect at the time of the Contract 
modification, is consistent with the calculation methodology found in the commercial annuity 
marketplace. 

Retirement Horizons’ role with respect to the private annuity contracts is strictly confined to 
providing actuarial calculations of the contract values using mortality and discount rate 
assumptions consistent with the calculation terms specified in the language of the annuity 
contracts. Retirement Horizons is not offering an opinion as to either the legal or tax status of 
these private annuity contracts. 

Please call me at (214) 572-9000 if you have any questions regarding this information. 


Sincerely, 





Eric Ammarm, FSA 
Principal 


CONFIDENTIAL 
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[TIME] 


IFG International Ltd. 

International House 
Castle HiU, Victoria Road 
Douglas, Isle of Man 
IM24RB 

Re: Modifkatwns to the Private Annuity for East Carroll 
Dear Ms. Benbatoul: 

Upon review of the circumstances involving the 1998 amendment to defer the commencement 
date of the East Canoll private annuity contract by five years, I am recommending a change to 
the calculation of the delayed annuity payment amount. This change results in an increase in the 
annual annuity payment from $2,934,956 to $3,142,095, an increase of approximately 7.06%. 

When the original deferment calculations were completed several years ago, the discount rate 
used was the rate (based upon 120% of the Applicable Federal Mid-term Rate) in effect at the 
end of the year that the contract was modified (1998). Thus, the discount rate used was the 
December, 1998 Federal Mid-term Rate of 5.4%. However, the contract amendment was 
actually executed eleven months earlier in January of 1998. Furthermore, this eleven month 
period experienced a significant change in the Federal Mid-term Rate, as the January 1998 rate 
was 7.2%. 

The discount rate basis of 120% of the Federal Mid-term Rate was used since it was consistent 
with the terms of the contract and the valuation principles outlined in Internal Revenue Code 
Section 7520 and related regulations. In effect since May 1 , 1989, IRC Section 7520 specifies 
the basis and actuarial factors for certain types of annuity valuations. The discount rates under 
IRC 7520 are variable to reflect current market conditions; the applicable discount rates are 
updated monthly. 

Given this degree of change in the applicable discount rale between January and December of 
1998, coupled with the valuation principle that a restructuring of the terms of the contract that 
affects the timing of the receipt of the annuity payments should be accomplished based upon a 
current market discount rate, the new payment amount of $3,142,095 is the more appropriate 
payment value for the contract amendment which was signed in January, 1998. 


Confidential 

SEC_ED000147B7 
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Ms. Anna Benbatoul 


Page! 


June 9, 2004 


Summarized below is a history of the calculated annuity payments for the East Carroll private 
annuity contract; 


1992 contract, based upon an age 65 benefit 
commencement date 


• Original calculation related to the 1998 amendment 
to delay commencement of the annuity to age 70, 
using the December, 1998 discount rate of 5.4% 

• Revised calculation related to the 1998 amendment 
to delay commencement of the annuity to age 70, 
using the January, 1998 discount rate of 7.2% 


Annual Payment 


$ 1,956,558 

$ 2,934,956 

$ 3,142,095 


This revision, which reflects the current market discount rate in effect at the time of the contract 
modification, is consistent with the calculation methodology found in the commercial annuity 
marketplace. 

Please call me at (214) 572-9000 if you have any questions regarding this information. 
Sincerely, 


Eric Ammann, FSA 
Principal 
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PRIVATE ANNUITY AGREEMENT 


Tins ANNUITY AGREEMENT (the' » Agreement") is made 
and entered into on the date set forth below by and between Charles 
Wyly, of 8080 North Central Expressway, #1100, Dallas, Texas 
75206, United States of America (the "Annuitant") and Roaring 



RECITALS 


1. The Annuitant is the sole and exclusive owner of the 
securities (the "Securities") identified in Schedule "A," attached 
hereto and incorporated herein by reference. 

2. The Annuitant desires the receipt monthly of a fixed 

amount of money beginning on the first day of the month following 
Annuitant's attaining the age of sixty-five (65) years and terminating 
upon the Annuitant's death. i 

3. The Annuitant desires the receipt of such funds regardless 
of the liquidity or profitability of the Obligor's investment in the 
Securities or any other investment hereinafter owned by the Obligor. 

4. The Annuitant wishes to be relieved of the risk of loss and 
of the possible diminution in the value of the Securities. 

5. 'Hie Annuitantw^Shes to sell and- transfer the Securities to 
the Obligor-^e-SesuS^Sin exchange for the receipt of a private 
annuity (the "Annuity"). 
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8CHBDIILS ■*&** 


lne.,.ia»tti(l pursuant to Hou-Btstuto^ltooLSSlt®^? stores, 
4.t.a February 2 , «s8, ..eoUed *ugus ? I 

IBC. , isBUBU purouant^o Hoa-st^uto^^ » °1 *‘^“’“*“1® Stores, 

dates Auguet 4, 

1JB9 aad Ootpbor 24 , isso, eoeaber ir, isag, August s, 

_sbaxe^of-«e- 

T«» :Z:Z ™' ‘“ .. I^ . ’'«4ua_ per ph a re , of Wi o AaelB a ture s i— 




S^raut to p.SS..s“ 150,0M abSTs ft certain Purobas, 
Kiobaela stores, iue. : diied Mo/.-t! s*ocA of 

October 24, IMO originally issued Vyly”®^' “■*“•1 
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April 20r 1992 


Lome House Trust Ccni 5 >any Limited 

Lome House 

Castletovm. 

Isle o£ Kan 

British Isles 

Attn.: Hr. R. Buchanan 

Re: Pitkin Non-Grantor Trust 


, = Redacted by the Permanent 
Suhrfimmittee on Investigations^ 


rgear-ROM l e :, rr- t - ■ _ :3- 

Purusant to Section 8 of the Pitkin Non-Grantor Trust Agreement 
dated March 23, 1992 the Committee of Trust Protectors wishes to 
make the following recommendations to the Trustee. 



To exercise 100,000 Michaels Stores Options held in Roaring Creek, 
Limited which is ovmed by the Pitkin Non-Grantor Trust using a 
cashless exercise thru First Boston Corporation, 3100 Texas Cammerce 
Tower, 2200 R oss Avenue , Dallas, Texas 75201, Mr. Lou Schaufele, 
phone # (214) The committee recommends selling all of 

^the stock at a pric^to exceed at least $20.00 per share. The exercise 
price of the stock is $3.00 a share, requiring $300,000 to cucercise 
the stock with Michaels Stores, Inc. Cash in excess of exercise 
price should exceed $1,700,000. The committee recommends a lorn 
at 6% interest rate, to mature in one year of $1,040,625 to 
Little Woody Limited which is owned by the Pitkin Non-Grantor Trust. 

The committee recommends that cash in excess of the loan be invested 
in Stuart term, cash-like securities, with some currency risk that 
you as Trustee feels cozopetes with U.S. certificates of deposits 
yielding around 4 


To exercise 166,500 Sterling Softare, Inc. Options held by Little 
Woody Limited which is wholly owned by the Pitkin Non-Grantor Trust 
using the cash loaned by Roaring Creek Limited to exercise the stock. 
The exercise price is $6.25 per share for a total exercise price of 
$1,040,625. The committee recommends that Little Woody Limited hold 
the Sterling Software, Inc. stock. 

To exercise 100,000 Michaels Stores Options held in Maroon 
Limited which is owned by the Pitkin Non-Grantor Trust using a 
cashless exercise thru First Boston Corporation, 3100 Texas Commerce 
Tower, 2200 Rosfl^vej^e, Dallas, Texas 75201, Mr. Lou Schaufele, 
phone # (214) committee recommends selling all of 

the stock at a pric^To a least exceed $20.00 per share. The exercise 
price of the stock is $3.00 a share, requiring $300,000 to exercise 
the stock with Michaels Stores, Inc. Cash in excess of exercise 
price should exceed $1,700,000. The committee recommends a loan 
at 6% Interest rate, to mature in one year of $1,040,625 to 
Roaring Fork Limited which is owned by the Pitkin Non-Grantor Trust. 
The ccnomittee recommends that cash in excess of the loan be invested 
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in short term, cash- like securities, with some currency risk that 
you as Trustee feels cosqpetes with U.S. certificates of deposits 
yielding around 4 


To exercise 166,500 Sterling Softare, Inc. Options held by Roaring 
Pork Limited which is wholly owned by the Pitkin Noa-Gremtor Trust 
using the cash loemed by Maroon Limited to exercise the stock. 

The exercise price is $6.25 per share for a total exercise price of 
$1,040,625. The committee reccmnaends that Roaring Pork Limited hold 
the Sterling Software, Inc. stock. 


of 'credit lof the follo i rt;ng co r po r ations with Chealeal Bank {SuemseyT i 
Little Woody Limited for $2,000,000, Roaring Creek Limited for 
$1,500,000, Roaring Pork Limited for $2,000,000 and Maroon Limited 
for $1,500,000. 
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ROAKJN& CftEEX LIHlUt) 
suNHur or r'ROFn t loss oh invesinekts 
FOR THE RERIOO 01/05/92 TO 30/lV^ 


K!CKA£).S STORES SHARES IKTROOUCED: 

187000 ShTW In HtcH»et» sto rw Introduced In ex chwyt for in aw l ty. 
The v<\ut thifes et Intf^tVbn WM »t WS 


SHARES VALUE STOCK PROFIT 

v.tue per eh.r. %r.&7 187.000.00 J,304.0«7,Ce 

told 170500 for usS 3755687.18 ITO.SOO.OT 3.753.687.38 

At cost 817.67 per shire 170,500.00 3,012,735.00 


profit on sale 740,952.38 

stock »t cost tt at 30/tt/93 16.500.00 291,952.00 


rtRST SOSTOH INC 


purchssed 

2S.900.00 

230,090.42 


sold 

profit on sale 

25,900.00 

230,634.76 


SUiSS BANK 

Purchased 

:Da.ooo.oo 


244,662.50 

GENERAL ELEC 

Pur^esed 

280,000.00 


249.600.00 

ALLira irOMB 

Purehesed 

2SO.OOO.OQ 


245.675.00 

KIPPQN TELE 

PuTchued 

240.000.00 


239.810.00 

PK01QHATRTX 

Purehesed 



21.SS7.28 

Stock as at 30/11/93 



1. 293.256. 78 


Profit on InveetSMnts 


Sales 

pLrcheses 


3.98S. 322.14 
1,231,395.20 


I Pernunent Subcommittee on Investigations 

EXin|BIT#66^Wr740_ 
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Redacted by the Permanent 
Subcommittee on Investigations 




From: 

Sent: 

To: 

Subject: 


Keeley Bennington 
Tuesday, May 28, 2002 7:56 AM 
"Schaufele, Louis J." 

Re: 1st dalias 


Lou - I thought Dawn gave this info to Michelle or. Friday. If not, please let me know and 
I will get it to you asap. Then maybe you and I can talk about any other issues that are 
-wt— t here; 3— heye^-a-ti IRD a g e n t -in:- Chi3,..^r. n in g;- an d ong e . I, ge t - hia s ettle d--T- yrl:i:: g ly ;e-Tght' 


Keeley 

3n case not the companies are : Roaring Creek Limited, Roaring Fork Limited, Elysium 
Limited, Elegance Limited. - all lOM companies 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient [s! . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorir.ed and may be unlawful. 


■' Schaufele, Louis 
05/28/02 08:38 AM 


To: "'keely her^nington* " 
oc: "Crittenden, Michele M." 
Subject: 1st dalias 


In regard to syndicate deals: 

Could you tell Michele or me whom the owners of 1st Dallas, I assume that It is 30M corps. 
3 understand that you are working on some type of document regarding this. If in the 
interim I knew this it would allow us to bock a hot deal in the account. This Is not 
critical but I thought I would ask (we can wait on Boucher but if it isn't hard to know 
the I0.H corps, then I can answer our folks.) thanks 


IMPORTANT NOTICES: 

This message is intended only for the addressee. Please notify the sender by e- 
mail if you are not the intended recipient. If you are not the intended recipient, you may 
not copy, disclose, or distribute this me.ssage or its contents to any other person and any 
such actions may be unlawful. 

Banc of JVnerlca Securities LLCCBAS") does not accept time sensitive, action- 
oriented messages or transaction orders, including orders to purchase or sell securities. 


Permanent Sobcommittee on lav^igations 

EXHIBIT #66 - FN 741 
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= Redacted by the Permanent 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Keeley Hennii^n 
Wednesday, Febmafy 20, 2002 6:15 AM 
“Michelle Boucherl^ 

Shari Robertson 
Re: Fw: Lehmans 


1 had this discussior. with Lou last week arsd he wrote a memo to Sam and Charles addressing 

tV.1.% i33.jc ond that -t-h crc is no o h a rin ' g - of ■ 

Sr ' o l <" ' er ~ s r de": — He" actually TRihks ' tT.l ' S-wtll he' ' PetteT"a ’ t '-BBt-'ft-hecaus!g' they have "ueofeii 
dealt with Michelle's accounts whereas Lehman was beginning to view' all as one" big entity 
(as evidenced by the problems we had on the MIKE swap we worked on earlier in the year) . 

I guess only time will tell if it is going to be a problem, bat Lou is very aware of the 
potential for problem and has promised to keep separation. 


The preceding e-mail message Uncluding any attachnsents) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are net an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
02/19/02 07326 PM 


To: Ochanningto. 


Subject; Fw: Lehmans 


1 think SW/CJW have thought about this re: 
Michelle 

Original Message^ 

From: <8harl_robertso 
To: "Michelle Boucher" 

Sent: Tuesday, February 19, 2002 6:34 PM 
Subject: He: Lehmans 


but here’s Shari’s comments. 


> 1*11 need to ask Lee on Blake/Lynchburg. The only concern 1 have, 

> which the Wyly's should consider also, is that my banker (where 1 

> borrow money) is now affiliated wit'n my broker (where the bulk of my 

> assets are) . Otay to move Vasper. 



> The information contained in this e-mail message is intended only for 


Permanent Subcommittee oo iDvestigatioos 
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> the personal and confidential use of the recipient(s) named above. 

> This message may be an attorney-client conununicatior. and as such Is 

> privileged and confidential. If the reader of this message is not the 

> intended recipient or an agent responsible for delivering it to the 

> intended recipient, you are hereby notified that you have received 

> this document in error and that any review, dissemination, 

> distribution, or copying if this message is strictly prohibited. If 

> you have received this communication 

> error, please notify us immediately by e-mail, and delete the original 

> message. 



> 02 / 19/02 01:08 

> PM 


> Lou’s move to BofA was final last weeX. Sam & Charles have consented to 

> moving ail their stuff with him. I'll copy you on Keeiey’s email 

> confirmation to me. CJW had some confidentiality issues and Lou 

> addressed them for him. 

> 

> Please confirm we should move Blake/Lynchburg as well as Chisholm/Vasper . 

> Lou is planning on travelling to lOK to ensure everything is properly 

> executed and pay everyone over there a visit. 

> 

> Michelle 


Confidential 
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April 22, 1992 


Kedacted by the Fennanent | 

Subcommittee on lnve«ia. ii„„. I 

First Boston Corporation 

Attn: Mr. Lou Schaufele 
3100 Texas Commerce Tower 
2200 Ross Avenue 

TBaBaS:7TexaS-35201:rr— 


Dear Mr. Schaufele: 

As Managing Director of Roaring Creek Limited, I wish to sell Michaels Stores, Inc. 
warrants utilizing a cashless stock exercise. I wish to sell 100,000 shares. The exercise price 
is $3.00 per share. A check for $300,000 should be issued to Michaels Stores, Inc. You may 
contact Mark Beasley, legal counsel for Midh^ls, at (214) 

R. Buchanan 

Lome House Trust Limited 
Lome House 
Castletown, Isle of Man 
British Isles 


PermapcDt Subcommittet on Invitcrigarinnc 

EXHIBIT #66 - FN 750 
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April 22, 1992 


= Redacted by the Permanent 
_Sttbcommitte£onJnvesti^atioi^ 


First Boston Corporation 
Attn: Mr. Lou &haufele 
3100 Texas Commerce Tower 
2200 Ross Avenue 


Dear Mr. Schaufele: 


As Managing Director of fensas Limited, I wish to sell Michaels Stores, Inc. warrants 
utilizing a cashless stock exercise. I wish to sell 210,000 shares. The exercise price is $3.00 
per share. A check for $630,000 should be issued to Midiaels Stores, Inc. You may contact 


Mark Beasley, legal counsel for Michaels, at 



R. Buchanan 

Lome House Trust Limited 
Lome House 
Castletown, Isle of Man 
British Isles 


CONFIDENTtAL 
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April 22, 1992 


mmmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 

First Boston Corporation 
Atm: Mr. Lou Schaufele 
3100 Texas Commerce Tower 
2200 Ross Avenue 

- O alla^ : i :ex a S-=?S2QI^r: : :--rT— --- — 


Dear Mr. Schaufele: 


As Managing Director of East Baton Rouge Limited, I wish to sell Michaels Stores, Inc. 
warrants utilizing a cashless stock exercise. I wish to sell 200,000 shares. The exercise price 
is $3.00 per share. A check for $600,000 should be issued to Michae ls Stores, Inc. You may 
contact Mark Beasley, legal counsel for Michaelsa ai (214) 


1 


R. Buchanan 

Lome House Trust Limited 
Lome House 
Castletown, Isle of Man 
British Isles 


Jn4R\337nt IQ\D 
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DATE: May 12, 1992 

• ' ' 

FWMi Ronald Buchanan 

Russell Collister 

RE: Authorization to tcansfer funds 


Please accept this »eno as your authorization to transfer funds out of the 
follot^ing accounts as follows: 


Tensas Lienited 

$2,084,375 

FBO 

East Carroll Limited 

East Baton Rouge Limited 

$2,084,375 

FBO 

East Carroll Limited 

Roaring Creek Linited 

$1,040,825 

PBO 

Little Woody Limited 

Rugosa Limited 

$1,040,626 

FSO 

Roaring Fork Limited 


The above referenced funds are to be wired to the account of Sterling Software 
for exercise of Starling Software options by Sast Carroll, Little Woody, and 
Roaring Totk, 


Thank you for your cooperation. 









TOi. 


Permanent Sabcommittee on Investigations 

EXfflBIT #66 - FN 750 
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May 12, 1992 


Ms Jfeahette Meier 
Sterling Software Inc 
8080 N. Central Expressway 
Suite IlOO, L8-31 
Dallas, Texas 75206 


Dear Ms Meier 

Little Woody Limited, an Isle of Mati corporation hereby exercises 
the Non-S ta tu tory Stock Option to purchase 166,500 shares of common 
stock of Sterling Software, Inc. under the Non-StatuLory Stock 
Option Agreement dated 9/16/86, amended 1/13/88 and May 1, 1989, 
transferred to Little Woody Limited (Nevada) 4/15/92 and transferred 
to Little Woody Limited (Isle of Man) 4/15/92. First Boston 
Cot potation is delivering herewith the exercise price, $1,040,625. 
Please issue the stock certificate in the name of First Boston 
Corporation and deliver at the address below. 


Little Woody Limited 

an Isle of Man Corporation 


R Buchanan 
Managing Director 
Lome House 

Castletown, Isle of Man 
British Isles 


CC: Mr Lou Schaufele 

Flrsl- Boston Corporation 
3100 Texas Commerce Tower 
2200 Ross Averrue 
Dallas, Texas 75201 


CONFIDENTIAL 
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May 12, 1992 


Sterling Software Inc 
8080 N. Central Expressway 
Suite iiOO, LB-5i 
Dallas, Texas 75206 


Dear Ms l-leiei* 

East Carroll Limited, an Isle of Man corporation hereby exercises 
the Non-Statutory Stock Option to purchase 667,000 shares of common 
stock of Sterling Software, Inc. under the Non-Statutory Stock 
Option Agreement dated 9/16/86, amended 1/13/88 and May 1, 1989, 
transFerfed to East Carroll Limited (Nevada) 4/15/92 and trarisferred 
L.O East Carroll Limited (Isle of Man) 4/15/92. First Boston 
Corporation is delivering heiewifch the exercise price, $4,163,750. 
Please issue the stock certificate in the name of First Boston 
Coipoiation and deliver at the address below. 


East Carroll Limited 

an Isle of Man Corporation 


R Buchanan 
Managing Director 
Lome House 

Castletown, Isle of Man 
British Isles 


CC: Mr- Lou Schaufele 

First Boston Coi-poi'ation 
3100 Texas Cofiimerce Tower 
2200 Ross Avenue 
Dallas, Texas 75201 


CONFIDENTIAL 
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flay 12, 1992 


'f l ' 5" ' ~3::6 ' 3 ' nett ' e N gi gr 

Sterling Software Inc 
8080 N. Central Expressway 
Suits liOO, LB'Si 
Dallas, Texas 75206 


Dear Ms Meier 

Roaring Fork Limited, an Isle of Mar. coiporation liereby exercises 
the Non-StatutO{ y Stock Option to purchase 166,500 shares of comrnon 
stocL- of Sterling Software, Inc. ufidtsr the Non-Statutoi’y Stock 
Option Agreement dated 9/16/56, amended 1/13/88 and May 1, 1989, 
transfeired to Roaring Fork Limited (Novadai 4/15/92 and transferred 
to Roaring Fork Limited (Isle of Man) 4/15/92. First Boston 
Coiporation is delivering herewith ti-ie exercise price, $1,040,625. 
Please issue the stock certificate in tf-.e name of First Boston 
Corpor.stion and deliver at the address below. 


Roaring Fork 
an Isle of 


Litni ted 

Man Corporation 


R Buchanan 
Managing Director 
Lome House 

Castletown, Isle of Man 
British Isles 


CC. Mr Lou Schaufele 

First Boston Corporation 
3100 Texas Commerce Tower 
2200 Ross Avenue 
Dallas, Texas 75201 
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.S£P«a 'SS >l«:37«nLE>r 


BSCS rSD S14 TSe- s<£4 


LEHMAN BROTHERS 


To: Bobbie Idlmsco 

From: Suzeoae S&s>%ly/Ciady Murdock 

Date; Septeiobg i, 1995 

Re: ' Oabiett Optko Exercuc 


YtNi£bteddeowi»yelayowo£5ce3 ngnedeopteiof ibeCa£UesiOpcioiiBnrei»e fona, cate 
cadi for Sarnia, LtdL, Quayk. Lid., aod Ckrmhriar, Ltd. neaae Do&y tot as soos as poasR^ If 
youdonot Si|;&sdOiigii»U have beea mailed te you. 

We will be wiring you SiWS.OOO.OOto Che Fim Nadoftal Btak ofBoetee to tbe neat few days. 
IwillnotifyyouoffteacaadfiteucoooasIbwwtfae dKa. W« wiU tbeo irntzedUtely <gq>ect 
delivery of cfeafi^StexKsg fioftwan dam. 


I need ’to have fee feSowing letter ilgaed by Mr. ‘Hoover Bating feat you FBceive your 

nx>ney for Cbe eaetsise, cleaa node cer^c^s registered in fee nante Lehman Bfocbm wiO 
be iasasd. Rease fex fee koerfe me as toon aspossible and coaimfee<vigma]m meat 2200 
Ron Ave., Suite 2^ E>aQai.TX 75201. 


ZnsnucdDiu'for fee delivery of the cefiif^catei are as foBowt: Please fedivci 3 eepsAte 
eexti^BBS tegistend is fee aaise -oi Lehmiu) Broehera, lac. in denocmnatiQoa af )lS7,O[)0 feerea, 
333^000 feans, and 500,000 feazta to: 


NSO: Window 
5S Wttee Soecx 
Plaza Level 

NewYoil.KY 10041.00S2 
. ^rfeeA^ oat of LEHMA^f BROTHERS 

Incoucttons for ^poS&tg^theocniflcBtes should asccznpaay asfelbws: 

167,000 sharea fee fee a ccouni of Sanua, Ltd. S37-20445^-3 

Ksase lei me fcaow if yw. need farfecr infomiation or haw any qusetioas. AJso.>iftitete j| tssf 
proMeo in sigaing fee aaached lew. please contact me as tooB as poauhk. That* yon. 


Permanent Subcommittee on Inyesttgatiops 

FXHIB1T#66-FN750 
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QUAYLE LIMITED 



IS- 20 North Quay, Dou^as, 

Isle of Man, CVtl 4LE, Britisb Isles. 

Tel; 44 <0) 1624 688390 Fax: 44 <0) 1624 688334 


Our ref: APW/an/3-1235 


f.gt - 

SEf l i 1995 


30 August 1995 


Ms leanene Meier 
Sterling Software Inc. 

8080 N. Centra] Expressw^ay 
Suite noo. LS-31 . 

Dallas, Texas 75206 
USA 


Dear Ms Meier 

Quayle Lunited, an Isle of Man corporation hereby exercises the Non-Statulory Stock Option 
to purchase 333,000 shares of common stock of Sterling Software. Jnc under Oic Non- 
Slamtory Stock Option Agreement dated 12ih May 1992 and transferred -to Quayle limited 
on 4lh December 1992. The fttnding of USS6,28S.37S is being provided by l 
Brothers. ’ 


dM^ti^' to the name of Lehman Brothers and deliver iito them in 


Yours sincerely 



Director 


tac»n>«rauct b thctUr of Maw Cwaixuir K». SWOB 

Cortfidenfial Treatment Requested 
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STERUyS 

soFTimraE 


Albert K. Heover 



September 1, 1995 


Letun^ Broilers 

2200 Ross Avenue, Suite 2500 

DaHas, Texas 75201 

Dear Sirs: 

Please be advised that as soon as Steriir^ Software, Inc. receives good ftinds 
amouitt of $i^,87S,OOO.OO^ft3r the ben^t ofSamia, L^., Quayic, Ltd., and Gre«ibriar, Ltd., we 
will is^e -coiTunon stock -c^iiSc^es without restrictive legends in the name oTLehmanSro^MTs, 
Inc. m the folio wing doioriunations: 


l^7,O00tftv die benefit of Sarnia, Ltd.) 

333.000 (for the boi^i of Qua)4e, Ltd.) 

500.000 (for the ben^t of ^eei^af. Ltd.) 

Tlie’ceitmcates wUlbe detivered^o the follower^; 

KSCC Window 
55 Water Street 
Plaza Level 

NewYortt,NY W0414)082 

Tor the Account of l£HMAN SROI5iERS 


Please call me if you have any questions. Thank you. 

Sincerely, 



N^cc President 


brOl 


BD80 Vonc»t<Centr»i.£itpressway • SullS'itOO • Danas. TK TSaoS-iBSS • et4/asi>SSOD • £aie2ta/TSU>>0»05 
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BANK OF BOSTON CDRP - BOSTONET SYSTEM 
STERLING SOFTWARE INC. 

TODAY REPORTER 
DETAIL REPORT 
AS OF SEP e 


s**««**«t>«««««*«»«*««t*** sank of boston - BOSTON ***************i****«*****« ' 

*** U.S. DOLLAR STERLING SOFTWARE I-NC PARSTr 

530€€€31 LATEST UPDATE: SEP fi 13:3? GOT 


4- -l-f 4^4- 4-4'f- 4-4 4 4- 4^4- 4- + ^44-« 4 + 44- ■»•«- 


4 IMPIV pRHAHTHQRT^n-ftrM Y^^^ »- 


1,930.77 EDS-AP-EDI 

ISA*02*B0S-EPT 


9,-437,500.-00 


«.2«S,37S.OO 


3. 1-52. 125.00 


570.000.00 


125.000.00 


*01 * -PASSWORD- *2Z* E35S- EFT 
INDIV PREAUTHORIZBD ACB CRS RBQDSSTED 

INDIV INCOMING MONEY TRANSFERS -• 

MT/OUR REF 

CONTOA 105003 CHEMICAL BANK 
BB1:C3C REF 5271O0O2S1JF ORG : GREEKBRIAR LI® 
BRITISH ISL OBItREF STOCK OPTJ-OKS GREEKBRIAR LTD 
BROTHERS COOW-FOTO RFBiSWP OP SS/^SjOB 

CONTRA lOSOO^oSlIcn^ANK 

BB2:CSC REF 52711-0D251JP ORC:QDAYLB LTD P O SOI 
1560 OSI:REP STOCK OPTIONS QDAYLE LTD OBK:I,EHJ«N 
COMM -FUTURES RPB:SV7 OF 95/OS/OS 
1-03 

M7/OOR REF 

CONTRA losoo^^Sfia^^aNK 

3BI :CBC REP S2712002S1JP OIKSiSARNZA LTD P O BOX 
15€S OBI: REF STOCK OPTIONS SARNIA OBK; LEHMAN 
FUTURES RFB:SWF OP 95/09/06 

CONTRA 1 OSO^^^ffi^^^BffrQN AL 
ORG ; STERLING SOFTV£AR£ RrS 


CONTRA iOSOd 


ANK op AMERICA 
SOFTWARE, IN C. OB I ;ORGREF-WOREP OEKt 
STERLING SOFTWARE INC RFSMB^ 


incoming money TRANSFERS RSQtlESTED 
19.571,930.77 TOTAL CREDITS 


5 ITEMS 
-« ITEMS 


75, 000.00 


OUTGOHJG MONEY TRANSFER DEBITS 

10) 


TONTSA 105003 ISRAEL DISCOTOUT 
T5X:ISSA£L DISCOUNT BANK -LTD TEL AVTV ^sraoi. 
ISRAEL DISCOUNT BAN^ LTD NARARIYA 9R ISRAEL EKF: ’ 


Confidential Treatment Requested 
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.SEP B1 'SS aB:s?«n LEH- BROS FSD 214 720 546^ 


P.2/3 


LEHMAN BROTHS 


To: 

Bol^k Jc&SBOD 


Ficek 

Suzanne Snat^y/Ctody Murdock 


Date: 

SepbxiAer 1« 1995 - . 


Rk ' 

CasUess C^tioD Exercise 



You sbotdi DOW have b your cSict 3 tigned cquei of the Ceddeai-^tdoo Sge r cise form, one 
cadi for Samu, Ltd., Qu^k, LttL, aod-GrceabtiM, Ltd. Pkaac ootify me u looo as posuble if 
you do not. Signsd'OnsftaalshAvebeefi mailed 40 youL 

We wiB be winngyou Si837S.-O00.00to the Rnt National Basic of Bdatoe b the urxi few da>«. 
JwilltKnifyyouaf&eexBCtdateBSsooDasIbiowtbedtiB. We wiU chca immsdbtsiy-espesl 
delivery of cisas Steribf Software Bharea. 

1 seed -a have the -foSotviiif let&r dgned -by Ms. Soover scadagthatooce yw receive yoor 
moosy for Che exercise, etean stock ceatifieaiei repstered b die nacie of -L^mu Brothm wU! 
be issued, f^ease to the letter to me as scxio as possible azxj coumer Che origmal to meat 2200 
Bus Ave., Suite 2SD0, Dallaa, TX 7S201. 

InetxucdoQsfoT the ddivery-of the cert^ates arc as foUows: Fbaae deliw 3 separate 
cactificaies ragiscered b the b»w^ of Brothen, {ae. b deooniiDat»Ds-af 167^)00 sharett 

333.000 ehues. and SOO^OOO shves tt: 

KSOCWbdow 
55 Water Scim 
FlazaLevd 

KewYodc^NY 10041.0082 

For the Acoouai of LBEIMAN BXO'HiERS 

Insouctioiu for d^osidi^-dic ccnificaigt eboidd accompany theta u follows: 



333.000 Glares for the account of Quayfe, LkL-a37.30447*3>2 

500.000 shares to the aceouniof Creeahriar, Ltd. -837>20<44-|.S 


Please kt ms know -if you Deed furdier mfoiRiBtira or have any questiofu. Also, -if theta is any 
prt^lem b atgntag the artarbed lertai. please cootaci me as soced as -possible. Hunk yoiL 


Confidential Treatment Requested 


CC 021904 



3758 


SARNIA INVESTMENTS LIMITED 

North Quay, Douglas, 

Is3e of Man, IMl 4LE, Britisb Isles. 

Td: 44 (0) 3624 6S8330 Fax: 44 «J) 1624 688334 RECir ' 

3EPi 1 1996 



Our ref: APW/an/3-1243 

30 August 1995 

Ms Jeauene Meier 
Sterling Sottware Inc. 

8080 N. Centra! Expressway 
Suite 1100, UB-31 
Dallas, Texas 75206 

Dear Ms Meier 

Sarnia inveaments limited, anlsie of Man Coiporaiion hereby exercises die Non-Starutoty 
C^on to purchase 167 ,000 share ofcommon stock of Stedii^ Software, fee. uoiSer Uie -Noo- 
Sututoiy Stock Option Agreement .dated llth May 1992 and transferred to Sarnia . 
lovesunents Limked on Ath December 1992. 

The funding of USS3, 152, 125 is being provided by LebmanSrotbers. 

Please issue the Stock Gcnificate in die name of lehman Brothers aod deliver it to them in 
due course. 


Yours sincerely 



Director Director 


locorporstad in the Id* of Mbs; CeBJiaaf No. S2403 

Confidential Treatment Requested 
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C^iwi Ayeemeni Details 


EW > 1996 Annuities 
with 1996 trust subsidiaries 


SCOTTY TRUST - Dorttmind 
acquired 


MIKENPnSS 2/22/1996 


10,000 08/01/97 


Non.Pf^r^ Sl^j^pIfsai^PI^-:: 
.Da1^:/GffflTtad:1iiwatnb6r.g7,:399i ::■. .:: 


MIKE92A 2/22/1996 


M1KE94A 2/22^996 

SSWN3NQ 2/2a'199B 

SSW92N-S S/22/1998 

Atlantis 


70.000 oi/urao 
01/18rt)0 
01/19/00 
01/20/00 
01.^1 itto 

OI.'24/OO 

10.000 08/23/00 

30.000 01/24^0 
01/26«)0 
02/03fl>0 
Oa'04/00 
02/07/00 
04/26/00 

Qa'23/«> 

30,000 08/23.'00 


60,000 3/11/1996 


21,(H)0 

27.{H>0 

12,(KI0 

3,000 

2.700 

4.300 

W.QOQ 

7,100 


1.200 

18,000 


E Michadts Option Plan 

■paecl ift^uaT,,:499a/S^PrTbBPvAuauiti9.i 1992 : ■ 


Mlqha^ ftan ^ : 

•Qated.Atigwsl t. 19S2>‘.atamectApril23;il993:'> 


.Mieha^.i;^soc»tB8n • 

lOftedAigtiSt T 1 f Granted AprS: 18^ 1994 : • • 


t Midid^C^ic^ ■ . .. . 

tdaadMafBh-3i; tSOtt/’Sfante’di A\at»l~T’ -1994- ■ 


I Sibling Spftarare Mteri Slalutory' Stock' Option Plan 


60,000 I Sierting $6tiwa'r« Option Agrsement 


3/7/1996 


200,000 3/29^000 


I Sierting Caronerce Inc Option Plan', 

Dated February 12, 1996/ Granted Fe0 12. 1996 
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30-fiL£5~19® ie:i8 


P. 001^1 



Lome House Management Limited 

Lome House - CoMlelown • Isle of Men • BiiUsh Isles 
TeIe|*one+16M«al51» Fsat+l6J4«229S2 


Mr Louis JSchaufele 

X^ehmaii Brothers 
Dallas, Texas 


Fax to: OOX 214 720 9464 _ 

ptri HI TRU ^T nHEENBRIAR LIMHEB 


Further to ray leOer of August 29th, would you please: 

. opou a margUi accouut voitb yourselves ia the name of Greeabrfar Limited. 

- iacilimte an exeieise of 500,000 SteHing Software ^ 

S«nse due to expire on S/12AI7. using funds to be botresved on matgm from 
yourselves. We do not intend to sell any shares. 


^rvvA» 



JKBASNET 


Trustee 


JX Basnet OfepaDCMatiaerag) R-Budiiasa IU.Collisiet M.O.Oisbome FC.A. 
ReSlSeitd IsUte of Mta No. SM70 
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B7-SSEP-J9SS 13=47 


P. 00341411 


LEHMAN Brothers 

31st August, 1993 


Oreeubriar Ltd 

Attn; lanak Basnet 

Castletown 

Isle of Man IM9 1A2 


not 

Seceding USD 10.000,000 (United Stales Dollare m or yW|^ l 

altanalive curtmey subject to the tenns and conditions set out in the Tenn Sh^ 
attached. Unless the context otherwiM requires, words and expressions used in this 
*Ka samsh mMtiina in the TfifR) ShBCt. 


We are also prepared to consider making available to you a Foreign Ex^i^ge acilrty 
pursuant to wbich you may enter bto a Foreign Exchange Contract or Optios 
Contract. 


By signing diis letter you. Graenbriar Ltd, (the "Borrower") acknowledge reaipl of 
the Term Sheet and agree to its terms. References in the Teiro Sheet to Ais ^ 

Lett^ include the tenns and conditions set otit in the Term Sheet The Facility m 

question is subject to final credit approval from ILehman Brothws Global Finance 
Limited ("LBGF"). 

The foUowing terms used in the Term Sheet, which is incorporated into this letter, di^l 
have tite meaning set out below: 

"Coiporate Actions- we hereby wairanl that where applicable all coipotate actions 
required to enable Grecnbtiar Ltd to enter into this agreement 
wilh LBGF have been takai and are in fill! fonw and effcet 


"Interest" as defined in clause d.2(b) of the Term Sheet shall be calculated 

by reference to LIBOR as defined in the Term Sheet. 

"Spread" means LIBOR * 1 .5% in relation to a particular interest period 

as agreed between LBGF and dse borrower. 

“Tennination Date" Twelve mondis (rom the initial draw down date, which inay at 
LBGFs discretion be postponed or accdeiated with notice from 
LBGF. 


The Borrower undemands Aral it will have no proprietary ri^its, title or interest in tire 

coUaieral which will be ttansfeoed outright to LBGF. 


UIHMAH BtlOTHERS CCOBAI. FINANCE LIMITED 
{WE BHOAUCaTS lOjTOON EC*M7 Ha TEiei'>*ONEOI7» «©»«»»« TBlXEtMM* LEHMAN O 
RPOBtrERBO IN UNCLAND NO SCnODO ATTHB ASOVC APO&BSS 
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07i*SEP-1995 13:47 


SG61-d3S-90 


Itiaiiapfispeciof 


CbevcB- 




-max — 
llwh 

oondiUow 


ofOuions^ 


aadTOtf *“'f***®? 


(Se^eunrf !««*»““*• 


fiiruidiBi 

^^^gfcedind 



dus toyof 

S2L 


1993 ' 


OiceBMirUd 

Ptt(jujuittocJ*oa« 1^ *^^”^***9' 


Shlw lie «iU«» ft* **'■* **" 


Agn»dui4(wi<>p»«ft'* t"" *9'or ^ 

jrfD«eii0thep«B8««of 




Uc^sS 
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07iSEP-l995 13547 


P. 005/^11 


. T o/'r tran&feis of »sb or securities in respect of 


exclusive jiuisdiciion of the English courts. 

This Losu Facility is not regulated business as defined in the Financial Services Act 
1986. 

. the above and yo ur a cceptacce of th e team a ad 




Youis fai^riuHy. 


for and on beh^f of Lehman Brothers Global Finance Limited 
Agreed and^^^ this 6.“ day of S’ofb^toeT 

Greenbriar Ltd " ' 

Pursuaof to clause 14.1 oftbe Term Sheet the address for notice is:- 


Agreed and accepted this day of <Sb{'' 199 5“ 

The conunon seal of Greenbriar Ltd wa.s hereunto affixed in the presence of 
Secretaiy of Coiporation 

)<. € 

Signature 5fC 

•r W9kU^>.<>- t 

print name...'SiliiMW..«n«a><S pnm name...! 
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LEHMAN BROTHERS 


DATE: 

Septemt^f 12, 1995 

TO: 

Nadine Braithwaite 

FROM: 

Brad Ncnthcutt * 

RE: 

JiMirnal to LBGF accounts 


Upon receipt of the following ceitificalcs of Sterling Software for the accounts listed below, please journal 
the positions to the corresponding LBGF account as LBGF has extended a loan based upon this collateral: 


S37'^46-!-3 Sarnia Investments Ltd 
837-20447-1-2 Quayie, Ltd 
837-20444-1-5 Grcenbriar. Lid 


167.000 SSW 

333.000 SSW 

500.000 SSW 


jnito: 736-00119-1-5 
jnlto: 736-00120-1-2 
jnito: 736-00121-1-1 


Authorized by: 
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1^1B/9S 12:03 LEHMBN BRtJIHERS ■» 9121472094S4 


W1.713 PB02 


To; J. Kase 

f=rofn; ^ Brittain 

IncfBased loans to **00701100" and *‘Ele 9 ancs*' 
Date; 18 December 1995 


Craig Schllfer" 
John Mosler 


cc.: 


I intend to ask credit tor permisston to Increase loan amounts to Dewtion and 
B^nce. On 13 November 1995. these two l^of Man 

two year calls on 500,000 shares of Sterling Software at a strike price of W per 

^ SIO^ shate. We agreed to lend them 50% of the cost of 0^ 
calls a^ obtained ^ them the right to call to coBa^l 
outstanding loan ev« exceed 55% of the mark to market value of their position. 

Sterling Software is now trading above $55 per share and toe optons market 
value e»»eds $11 million, toe outstanding loan value is $2-3 million. 

As long as the value of too loan exceeds 55% of the markto mari^ value of 
th^r tuition, we would like to roll ail interest payments Into the pnncipal amount 
oftoeloan. 

Attached please find a statement of all outstanding option and loan s^tlons 
with counterparties which have connections - however remote - with Sam Wyly. 


PermBPcnr Subcommittee OP Investigations I 
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Author: Cynthia Lee Murdock at dalfsdOl 

Date: 6/20/97 3:37 PM 

priority: Urgent 
TO: Michael Cohen at NYFSDOl 
TO: Heike Ruelle at NYEDOTC 
TO: Lloyd Groveman at nyswpoi 
TO: Bill Foley at NYLB02 
TO: Brad Northcutt 
Subject: SSW/SE Sales] 

... Message Contents 



NuirOaers have changed again- Please make a note of the new numbers. 
TOTAL LOAN TO BE PAID OFF FOR GREENBRIAR: $9,777,108.54 


TD 6/18 SD 6/23 

Sales remain the same at 15,800 SSW and 50.000 SE. However, instead 
of paying off only the uncollared portion of the loan, we will use all 
proceeds to pay off the loan \mtil the loan is paid. Therefore, we 
will pay: 

Principal : 1.447,981.68 

Interest: 5,923.40 

Total: 1.453,905.08 

This should pay off the total anaaunt we need to pay down for 
Greenbriar. This should also release the total amount of shares back 
to them <250,000 total SSW and 398.150 total SE) . I show that we have 
received 67,500 SSW and 291,825 through Thursday and after Friday's 
journal we will have received 120,800 SSW and 346,625 SB. Therefore, 
you will owe roe 129,200 SSW and 51,525 SE. Please send as soon as 
possible after you receive your wire on Monday. 

This should close out Greenbriar, so disregard previous cc:mails 
regarding trades settling on the 24rirr 

Now for Sarnia: 

TOTAL LOAN TO BE PAID OFF FOR SARNIA: 2,776,704.87 
TD 6/19 SD 6/24 

Sold 40,075 SE. I will use all proceeds available to pay down the 
loan, therefore, I will pay you $1,324,759.06. Please let me know 
interest corresponding to this payoff. 

TD 6/20 SD 6/25 

Sold 73,000 SE, I will payoff remaining loan of $1,451,945.81 on 
Wednesday, and the loan will be paid off. you will then be able to 
journal me all shares corresponding to Sarnia; 71,000 SSW and 113,073 
SB. Again, 3 will need to know interest figure for this paydown. 

This should take you guys out of the loop and we won't need to notify 
you of remaining sales. 
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LEHMAN BROTHERS 


Date: &Au9-3a 

To: Ceidy Mitfdoch 

Lehman Bretfiefs 
Tef (214)72&«471 


Frtun; Otto UmbrisiMia (212) S2&6380 

Ljihmm ^vlhers Equi^ Denvatives on behaif of Lehman Brtrthere Finance S A 


Pay Date: 14>Ai^98 

RE : interest Payment for the Loan lietween G i e enb ri a r Ltd and Lehman Brothers Hnance 

Our Refetencsr re5llC632 <XA22 

Loan Amount J- i * 

New Lowi Amount (effectjveaff/M) 5 7,5<1.0«9.10 f 


aOATINO AMOUNT LIBOR SETTLEMENT: 

Ffoa&ig Rate : 

MatvtlyOfUBOR: 
trMal valuatiof) Date : 
tniai Caladahon Date: 

So? Days: 

Second >/aluBSon Data ; 

Second ^lutBfion Date: 
ffofDays: 

Quoted Rate ; 

Ffoating Rate Spread ; 

Floating Ram: 


USfUIBOR-BBA 
Three Month 

7 -Am^S 8 

85 t 141.S95.90 

7 -Au 9^ 

14<Au9-9e 

7 S 9,995.00 

5.69141% 

1.12S% 

8.81641% 


itetat hdeicst Amount Pile Lafwnaft O felhw ^ 


isiS90.^i I \rvV^ 


PAYMENT IWSTRUCTtONS 
Citibank. NA. New York 
Swift Cede: Cmussa 
ABA 021000089 
AC40779S66 

PAO: Lehman Brothere Holdings PLC 
in the favor of L8 Finance SA 


InteV 

'piviacipftl 


LEHMAN BROTHERS PC. 



pptpLj £^*CN {^;WH3n 0S5C1 ISy^^'QQ 

I Permanent Subcommittee on Investigatiops I 
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CCD21557 




3775 


Crittenden, Michele 

From: 

Sent: 

To: 

Cc: 

Sub|eet: 




Attached please find file collateral positions as of 1/31/99. 

Regarcte. 

Phil 

Counterparty Security Description Required Position Posted Variant 

REDACTED 

Greenbrier Coq)oration Steriing Commerce 398,150 398,150 0 

Greertbriar Corporation Sterling Software 500,000 500,000 0 

Qualye Limited Sterling Commerce 236,690 238,890 0 

Quatye Limited Steriing Software 300,000 300,000 0 

Samla Investments Limited Sterling Commerce 113,074 113,074 0 

Samla Investments Limited Sterling Software 142,000 142,000 0 


Gatlione, Philip 

Monday; February 01 . 199910:04 AM 

Crittenden, Michele 

Hogan, M^helie R 

LBF Position Reconciliation (Dallas) 
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MHM = Redacted by the Permanent 
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EAST CARROLL LIMITED 

QacxniTamntiBlfceUawfMu )Cs: 9S729) 



FACSIMILE TRANSMISSION 


th» person named brtew. K «tB reader of dMe ts« ts no* tha intended recipient or a 
_tnTended redolent y ou are here by net ffled Xh n any reytew. dlctsmlnetlon or copyiM this to prchgilted. | 

If you two not recdvod dl the oaoe* ot rvnw received trtls fa* m errofrpKSso r^otlty the swTder by. tdephone H 

and return this fax to the sender at the above address. „,. — » 

Pace 1 oC± ^.{total.eom} Date:. ilthJamwry 


T^e Sent: 
TO: 


Fax No: 01 214 720 9464 
Operator Ref: INST i DISB 


-aNDY-MURDOCH- 


LEHMAN BROTHERS 
EAST CARROLL LIMITED 


NC/DW/EASTC11F.2 


t should be gratefid M you would arrartge to Immediately aell ell of tfUs Company's Shares in 
SterHng Softwareblnc., eorrenily held with yourselves which are In excess of the coDar. Our 
records indicate this to be 1 1 6,6B7 Sharw. 

1 should be gratefuMf-Yov-wouid-conO(tn.as-soon.as tMs has fc 
questions, please do net hesitate to contact the urtdersloned. 


Yours sincerely* 



SfioBi 030 sBffsa ysaoa as. to/tt 
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lyttrTrutt 


Fa»niefy22Ad, 19d8 

Hahaffts Dflfipri^Hort Valuaji^Btf 


22-Feb-96 

e^.ooo 

Michaels Stores ino, O^ons 

9189,075 • 



-e4-Opt^ 




830ptn 

94^3^5 

22-Feb-9a 

300.000 

SiefOr^ Software ino. Options 
MNonStat 

910,903,800 



Total 

911,169,990 


SujuaautaUuiMtlly 


(eaat) prafieerfe , 

ae^eb-ae 

1 

1 

1 

SSWOptnNSNQtoSSW 

(8,709,000) ■ 

OI-Mar-sa 

<87,909} sale 

$sw 

5, >11, MS 

014lter<d$ 

(50.500}ss!a 

S8W 

3,870,896 

Ol-Msndd 

(1,500) sale 

S6W 

97,808 

04>Mar>$0 

(18,00D)saIe 

8SW 

1.174,638 

Od'Mwr-SS 

(8,400) sale 

SSW 

448,388 

07-Mar-56 

<18,309) sale 

dsw 

1,144,184 

641,883 

06-Mar<96 

(7,800)saie 

ssw 

f1*Mar>80 

{7O,0M)sars 

ssw 

4.570,037 

12-Mer-d8 

(17,000)sa}e 

ssw 

1,188.419 

13^Mar-Be 

(24,600)&a}e 

ssw 

1.719.678 



Tots! Proceeds 

11.768.879 


I^Md proceeds were uaed to eequtra vsrtoue US Treaeufy Btfis. 

Treesuo' BIKs were Cquldated to make the fbftowfng investment In Jid«, the beianoe 
of ca^ remains m several Treasury BiRa of varying maturiHes. 

SWun-Sd 4,000, (KIO purchase Michaels Storu Inc. Sr. Notes 4,006,600 

There has been no aotIvRy in the Michsals Stores Options. 


Zld MdCE:i0 9^t T2 ‘ao^ 

I Permanent Subcommittee op Investigations 

EXHIBIT #66 - FN 752 
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GREENBRIAR LIMITED 
18-20 North Quay, Douglas, Isle of Man IMl 4LE 
Tel: 44 (0)1624 688330 
Fax: 44 (0)1624 688334 


Our Ref. : CI9esL05 
19 March 1997 
Lehman Brothers Inc. 

=2280:S<mAve, Saite25fl8 

Dallas. TX 75201 

Dear Sirs 

Please accept this letter as your authorisation to journal 300,000 shares of Michaels Stores, 
Inc. from the account of Greenbriar Limited. 837-20444, as follows: 

1 75.000 to East Catroll 837-20093 

125.000 to East Baton Rouge 837-20091 

They will be journalling finds from their accounts to pay for the stock as follows (at a price 
of US$ 17 5/8 per share):- 

East Carroll - US$ 3,084,375. 

East Baton Rouge - US$ 2,203,125 


Thank you. 
Yours sincerely 



Incorpentet ia the bk ofMso; Coaptay No. £0403 
Registered OITice: 1S-3D Nonb Qvoy, Dougins, Inle of Htn 
INrcctpn: D H Bcieock. F Webb, A r Wallb, S Kennedy 


Siihrommiltet on iDvK tIeatloBS 

]E™fflIT#66^FN75^ 
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3786 



• ^ufi^onputts 


Confidential Treatment Requested 


CC 000084 


3787 



Confidential Treatment Requested 


CC 000085 



3788 



Confidential Treatment Requested 


CC 000086 



3789 



Confidential Treatment Requested 


CC 000087 


3790 



Confidential Treatment Requested 


CC 000088 


3791 


QUAYLE LIMITED 

18-20 North Quay, Douglas, Isle of Man IMl 4LE 
Td: 44 (0)1624 688330 
Fax: 44 (0)1624 688334 


Our ref; APW/3-1235 
24th March 1998 
By fax: 00 1 214 720 9464 


For the attention of Lou Schaufele 

Lehman Brothers Inc 

Private Client Services 

2500 Texas Commerce Tower 

2200 Ross Avenue 

Dallas 

Texas 75201 

U.S.A. 

Dear Lou, 

Please accept this letter as your authority to act upon the following instructions:- 

1. Sell 150,000 shares of Sterling Software. 

2. Sell 100,000 shares of Sterling Commence. 

3. Sell 133,334 shares of Michaels Stores, Inc. 

We should be grateful if you would sell the shares on a ddly basis with sales on each 
. day not exceeding 20% of the trading volume. The sales proceeds should be retained 
on account with yourselves until further instructions have been received. 

Please do not hesitate to contact us if you require any further details. 

Many thanks for your assistance. 

Andrew P Wallis 
Director 



Director 
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QUAYLE LIMITED 

18-20 North Quay, Douglas, Isle of Man IMl 4LE 
Tel: 44 (0) 1624 688330 
Fax: 44 (0) 1624 688334 


Ourref:APW^-1235 


24th March 1998 



Lehman Brothers Inc 

Private Client Services 

2500 Texas Commerce Tower 

2200 Ross Avenue 

Dallas 

Texas 75201 

U.S.A. 

Dear Lou, 

Please accept this letter as your authority to act upon the following instructions:- 

1. Sell 150,000 shares of Sterling Software. 

2. Sell 100,000 shares of Sterling Commence. 

3. Sell 133,334 shar es of Michaels Stores, Inc. 

We should be grateful if you would sell the shares on a daily basis with sales on each 
day not exceeding 20% of the trading volume. The sales proceeds should be retained 
on account with yourselves until further instructions have been received. 

Please do not hesitate to contact us if you requite any further details. 


Many thanks for your assistance. 
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LEHMAN BROTHERS 

PRIVATE CLIENT SERVICES 

2500 TEXAS COMMERCE TOWER 
2200 ROSS AVENUE 
DALLAS, TEXAS 75201 
214-720-9470 
800-297-5705 -WATTS 
214-720-9464 - FAX 


Dflte- ,y4fvtcn-L- IH 1‘h‘ib' 








Total Number of Pages Including Cover Sheet: 2- 



Comments: PLtaAA^ — C!^ ,^4^ — 

dbJL — .^au- — 

j ^ot- Q{^ --^ P . /Ja^-C M i. ^ C/jpoA-: :^ 

^i\aA>U j Cj j j 0 ^aXAj>-,A-oy . — 

^ 


For infonruaion only. We do not giimntee *e accuroey of irforaattion sel forth henin. Infonootioii coraained henui a not inlondod for. nor 
should it he used ns die basis for in investment deeision. Neither the inlommtion. nor eny opinion expressed, constiniles a solantalion by “s of me 
purehase or sale of any seoirilies or commodities. Investom are advised to make an independent review and reach their own conclusions m light of 
Oiw sjwdfic investment objectives and riA tolerance. 
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Schedule of Sales of 

Sterling Software and Sterling Commerce 


Date 

Security 

Ouantity 

Averaee Price 

Net Proceeds 

3/26/98 

ssw 

35,100 

56.7516 

$1,989,808.76 

3/27/98 

ssw 

12,900 

56.6361 

$729,807.33 

3/27/98 

SE 

43,000 

44.6846 

$1,918,793.75 

3/30/98 

SSW 

32,700 

55.2276 

$1,803,920.32 


SE 

57,000 

44,8635 

$2,553,714.25 

3/31/98 

SSW 

19,300 

56.2516 

$1,084,462.03 
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' FACSIMILE TRANSMISSION * * * 




read oni}* by the person named below. If the reader of this fax is not the intended r«»pimt or 
a representaUve of the intended recipient you are hereby notified that any review, disaeminalion 
or copying of this fax is prohibited. If you have not received all the p%es or have received this fax 
in tmx, please noti^ tin: sender by telephone and return this_faxJo the ‘ 


Page I of (Total Sent) 


Date: I** October, 1999. 


Fox No: 00] 214 720 9464 
Operator Ref: TKST I DISB 1 1 00 

LEHMAN BROTHERS ENC. 

ATTENTION: MICHELLE OUTTENDEN/ CINDY MURJDOCK 

EAST CARROLL LIMITED 

KJ/SLD/EASTC-F.4 


ACCOUNT NO: 837-20093.19 


We are anticipating receipt in our above numbered account of an amount from Maverick Fund 
following a r^emption made by this Company therein. 

Subject to receipt of the sum, will you please realise a sufficient sum from our account to make 
the following transfer;- 


Amount: US$13,668,880 

(Itiiiteen'Millioii, Six Huadred and Sixty Eight ThDUSBnd 
Eight Hundred and Eighty US Ot^Uais t>nty) 

Bank: Bank of America 

ABANo: 311093120 

Account No: 1292911022 

Account Name: SamWyly 

We look forward to receiving confumation when the above transfer has been made. However, 
should you have any other requirements in the matter please do not JaMtate to let me know. 


It is confiimed the original of this instruction is ^ou by 

Yours faithfully, rtrfS^ ^ 


DA. Harris, 
Audiorised^ 
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Oi/io 89 18:21 001824 824469 


@ 002/002 


Ify-ectoru 

SJ. Carter 
M Goddard 0isAj 
J.M. Waaerson 


GREENBRIAR UMITED 

incorporated in the Zrfe ef Man fio:60403) 

Registered Office: 

Inserrumcnal House, 
Castle mu 
Victoria Road, 
Douglas, 

hie cf Man . — — 


Td: (DJ624} 630600 
Fax: m624) 624469 


Ref: KH/SU)/GREEN-U.l 


4'*’ October, 1999. 


Michelle Crittenden 
Lehman Broihen Inc. 
2500 Chase Tower, 
2200 Ross Avenue, 
Dallas, 

Texas 75201, 

U-SjV. 


To be transmitted bv Facsimile 
Fax No: 001 214 7_2_0_9464 

Original to foBow bv Courier 


Dear Michelle, 

RE; BROKERACT-ACCOTJOTNO: 8^7-Z|)44*- ^i3a 

Please attend to the following Telegraphic Transfer of funds, for value tnday:- 


Amount: US$2,357,637 

fTwaMaiioa. Three Hisdffd sad Seven TbMsasl Six Hundred and FUtySmo US Dotbn) 

Payee: Bank of America 

ABaNo: ^W»K0 111 660015' 

For credit of account Sam Wyly 
AaountNo: 1292911022 

By order of: Gieenbriar Limited 

Reference: Sterlii^ Commerce Options 

We look forward to receiving your confirmarion that funds have been transferred. 


Yours 


sincerely. 



permanent Subcommittee on In vestieatiops 
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GREENBRIAR LIMITED 

(Incorporated in the Isle of Man No:60403) 


Directors: 


Registered Office: 


NJ. Carter 
N. Goddard (Irish) 
J.M. Watterson 



International House, 
Castle mu 
Victoria Road, 
Douglas, 

Isle of Man. 

Tel: (01624) 630600 
Fax: (01624) 624469 


Ref: KH/SLD/GREEN-L2.1 

4* October, ! 999, 

Michelle Crittenden 
Lehman Brothers Inc. 

2500 Chase Tower, 

2200 Ross Avenue, 

Dallas, 

Texas 75201, 

U.S.A. 


To be transmitted by Facsimile 
Fax No: 001 214 720 9464 . 

Oripinal to follow by Courier 


Dear Michelle, 

RK: BROKF.RACE ACCOUNT NO; 837-20444-15 222 
Please attend to the following Telegraphic Transfer of funds, for value today:- 
Amount: US$1,771,400 

(One Millton. Se^eit Hundred end Serenty One 'nwussnd. Four Hundred US Dollan} 

Payee; Bank of America 

ABA No; 31193120 

For credit of account: SamWyly 
Account No: 1292911022 

By order of: Greenbriar Limited 

Reference: SSW Options 

We look forward to receiving your confirmation that funds have been transferred. 


Yours sincerely. 



Director. Authorised Signatory. 


Permanent Siihcommitte e an Investigations 
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■ f-0CT-9S FEl 17:23 H4-1624-620588 , . ' ■ P. 2 

TridentTrust 

ISit Of M4H 



i2..t«ftaehSMO 

nr 

UbtoFMan 
Sritith htes | 

Tai *4«.1U«-M6r09 
p« " 

TrsBseiitted hy fiiarfmOt 
Tfe+l-aM-?2W4M 



Yeuf fr«f: 

1 October 1999 

The Manager 
Uhinao Bros. Inc 
2200 Ross Avenue 
2500 Texas 
Commeice Tower 
Da|}as.7520i..Tex8S 







3799 


hOCT-99FR[ 17:23 +43-1624-620588 


TridentTrust 


TriowtTiwst CoMfANf (l.O.M.1 Lro 


t October 1999 


The Manager 
Ldunaa Bros, be' 
22(K) Ross Avenue 
2500 Texas 
Commerce Tower 
DaUas 7S201. Texas 
USA 


ia-14Knca iloais 

Oowjg^t IMS* ip 

i»l* of Man I 
artltiH iiltf I 

T«l * 4 «-l 6 )«-e 4^00 
rm» •4*-16244»6S8- 
Imaii •ofnOmdentUvat.cani 
www.iri<lfna>vft.com 


Tf»Bsmin*4 by ficsimile 

To: 1.214-7209464 
Ori^nei foBows by post 


AtMMton: M« M OittHitoi/ Mt C P^tridc A FMIP TOANSFER/'CUTV.^+iC i.: . ^ 

Dear Sir^^am 

ELEGANCE LIMITED - BROKERAGE ACCOUNT NUMBER 837-20332 (USD) 

Please anend » the foUawing ielegra|:^>c transfer of funds from the above-mentioned occount, for % aluc 
Monday 4 October 1999> 


amount 


aba NUMBER 


""unTTwroo ; 

( £t^t hundred and eighty five thousand seven hundrM 
US Dollars) 

Basic of America, Pallas, IX 

mmna '» Kasvi 

Stargate LisLoed 


HY ORDER OF Elegance Linuttd 

REFERENCE SSWOptioM 

Please advise us at the above aAlrcss when these toshuetiooi have been cxcctrted. 
Yours foithfiil^ 

TRIDENT TRUST COMPANY (LOW.) LIMITED 


SSWOptioas 


FWEBB 

Audiorised Si^atory 


Autboris^ Si^Eia^ 
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OTJAYLE LIMITED . 

(Incorporated in the Ide of Man No: 57000) 


Directors: 


Registered Office: 


NJ. Carter 
N. Goddard Qrish) 
J.M. Watterson 


Ref: KH/SLD/QUAYL-L.1 


4* October, 1999. 

Michelle Crittenden 
Lehman Brothers Inc. 
2500 Chase Tower, 
2200 Ross Avenue. 

“Dall^ 

Texas 75201, 

U.S.A. 




Jntemationai House, 
Castle Hill 
Viaoria Road. 
Douglas. 

Isle of Man. 

Tel: (01624) 630600 
Fax: (01624) 624469 


To be transmitted bv Facsimile 
Fax Nor 001 214 720 9464 

Original to follow bv Courier 


Dear Michelle, 

Bff t BWOKERAnE ACCOUNT NO: 837-20447-12 222 

Please sell Federal Agency Bonds to raise the sum of US$7, 170,560 (Seven Million, One 
Hundred and Seventy Thousand, Five Hundred and Sixty US Dollars). 

The funds realised from the sale of the Agency Bonds should be utilised to fund the 
following telegraphic transfer, for value today. 

Ainount: ^ — U S $7, 1 -7 0,560 ^ — — 

{Seven MilHoft. One Hundred end Seventy Ttauswid, ^ve Hundred and Stay US Do(lan) 

Payee: Bank of America 

Dallas, 

Texas, 

U.SA 


ABA No: 

For credit of account 
Account No: 

By order of: 
Reference: 


311093120 
Stargate, Ltd. 
001293126422 
Quayle Limited 
Sterling Software Options 


We look forward to receiving your confirmation that funds have been transferred. 
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Summary of Michaels exercises/saies 
21 -Jan-00 


12.5 


Dortmund 

1/1 1/2000 
1/12/2000 
1/13/2000 

21,000 

27.000 

12.000 

31,4464 
31 ,6389 
32 

proceeds net of exerdse 
^,874.40 
516,75030 
^,000.00 











1/19/2000 

6,300 

30.125 

111,037.50 



1/19/2000 

5,100 

30.25 

903^.00 



1/20/2000 


0 




1/21/2000 

600 

30 

10,500.00 



2/3/2000 

3,600 

30 

63,000.00 







Avail 

remaining 

sub-total 

81,300 


1,528,574.61 

140,000 

58,700 

Yurta Faf 






1/11/2000 

154,000 

31.4464 

2,917,745.60 



1/12/2000 

198,000 

31.6389 

3,7^,502.20 



1/13/2000 

88,000 

32 

1,716,000.00 



1/14/2000 

22,000 

31.075 

408,650.00 



1/18/200Q 

19,800 

30.7083 

360324.34 



1/19/2000 

46,200 

30.125 

814,275.00 



1/19/2000 

37,400 

30.25 

663,850.00 



1/20/2000 


0 




1/21/2000 

4,400 

30 

77,000.00 



2/3/2000 

26,400 

30 

462,000.00 







Avail 

remaining 

sub-total 

596,200 


11.209,547.14 

900,000 

303,800 

Total 

677,500 


12,738,121.75 

1,040,000 

362,500 
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LEHMAN R yOTHHRS 

KEVISED 

To: RoaaM Buchanan 


Dale: August 30. 1995 

Re: SSW for Bulldog and Pitkin 


m following represents revised prices on your coUat adjustment. We wew able ta get our 
hedge off shgfatjy beUei than expected, thus the reviaod prices. ^ 


Current Position of l^ct; 
Roil to; 

Cost to Roll: 
Bonowing Availability: 


Long S36 Strike Put 
Long S40.176 Strike Put 
$2.25/share 
W.ne/share 


Current Position of Call: 
Recoxnniend selling: 
Cost to Roh: 


Short SS2.3I96 Strike OiQ 

Short J70 Strike Call 
S5.44 


Doentnete refl«ii..5 these chinjes will he fottheoining today by fax. 




If m the imerim you have any questioos, please do not hedtate to can me or Cindy. 


cc: Janak Basnet/ Delhi 


30-f^-19S5 15:09 


214 720 9d}6di 
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B3;« EROTICES 9!2W?2SS46*i 


- 'AR'd a-eilif C\ppH^U 

- Dots DM'- d \,A %d^ 


. SSW collar - 10/27/95 Version 4 
• Cliet^ 

• Gf^n briar 

• Samia 

• Quayle 

— ^Fansac^on-- 


diants buy three year Su r dpe^ put -b<H 
struck at 85% -of hedQO fevei 

• clients sell three year £oropean callon 942^K)0-sliaresofSSWat 
156;25% of hedga level 

• loan amount up to-95% of put value 

• Credit approval ^ 

Received from Randatf TromPtey on tO/27/95^ypnon© at 3.'^5 

• tJoffljfnentefrom l-^wnan to cfients — OianaVtoh^ie 

• 

• Execution copies being sen! out 10^7y9S^3y OHLto fsteof ^ann 

• fSOA masters 

• fSOA schedule 

• Lehman guarantee ^<£xhft>1t A) 

• pledge agre»Fr)ent<&dik>itB) 

■draft-confifms ^ ^ ^ j/j^cC^) 

+0 ' 


• Doc uments fromoltent-to Lehman — Bnicft — — — : 

jbW I "Pliionwaodum tSompanytor eachof 

it 04-^ 


• statement of Oirectofa' responsibifties 


^^^"TSSWicateof in»rporation and bylaws ■ 

.1 1 • any relevant corporate resolutIpRS 

^ ^ ^ -V f • financials 

' <3^ ) ■; . evidenee of signer^ authority- incumbency cerSlicato 

J-u- •‘SCUu^ / — ■ " 


\ 


Internal 

« -sultabiltty 

• suitability meeting - Bruce 

• risj^disciosurestatementsignedby'sgner’-Bruce/liOU 

• evWencedPy ^ incumbency certificate 

• personal net worth statement - Bnice/Lou 
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03: « .Le«W BSCrrtOeS ^ 9121‘172B94B4 


»O.,iS0 PS02 


• in this case, the net value of the erttlt/s assets which 
shosid be clear 'from &e financial staSements 

• need to know beneficiaries, shares of Isle of Mann 
epecal purpose companies held by grantor trust 

• middle office 

• open UBF pledge account ■ Heike 

« new swap counterparty forms - Bnica 

9 Shares in house - Lou 

. transfer to bBF account- Heike 

• may need fettai of auSioriaafion to transfer ^ares in 

house. 


0 t <i'p^ 


0. C ^ ^ 
a.LS 


■to 








a <JL ' 

I oc,A 

I QuCr^lt 061 0610‘i'^l 
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Date: Novembers, 1995 

To: Barbara lUiodes/MichelleBouG^jer 

From; Cindy Murdock 

Re: SSW Collar 

I hop g that ibc foU owiog wforroitioa - ud ll pf o v e h el j ) fu l:- 


Collaron 900.000 SSW 


4-5-95 

Put Strike: 

$31,816 

Cose $3.57 


Call Strike: 

$52.3196 

Cose $152 

$0.00 

7-14-95 

Moved Put Stfilce to: 

$36 

Cost to roll: $1.6422 

9'5--95 

Moved Put Strike to: 

$40,176 

Cost to roll; $2.25 


Moved Call Strike to: 

$70 

Cost to roll; $5.44 
$7.69 


FVl, each entity is able to bOfro^' an amount equal to the value of 1 00% of the put strike. For 
example. East Canol) has a collar ort for 200,000 shams. Their original loan was for 
$6,3{33.200.00. Then when they moved up the strike of the put to $36, they wete able to inci-ease 
their loan by $836,800.00 for a total loan of $7,200,000.00. Then again, when the put strike was 
increased to $40,176. they were able to borrow and additional $835,200.00 for a total loan of 
$8,035,200.00. 

An evaluation price on the collar u of the end of October is as follows: 

Put at $40,176 set to expire 3/31/98 $3.44 

Call at $70100 set to expire 3/31/98 (S4.28> 

I have expressed the piiu as a positive number because you own them, and this Is what you could 
tell them for. Likewise, 1 have expressed the calls as a oegaUve number because you arc short 
the calls, and dds is what it would cost to buy then) back. 

Please call me or Suzanne Suavely if you require any additional information. 


co; Shari RoberUion 
Soavety/word/lorno 


03-J-0.'-i9g5 23:11 


214 720 94&4 


P.001 
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I.EHMAN BROTHERS 


To: Shari Robeitsoo 

Mike French 

- p r o n i : r - Lq u Schauf e l e 


Date: January 2, 1996 

Re: SSW CoUars 

— IHs-my-undM'stendin^fliaMwtb-the price jncrease-in SSWjtheiiffshoKijaiititieiJKra^ 

step up the “insurance" and perhaps liquidate some stock in the near term. Currently in the 
Bulldog/Pitkin entities (inclusive of Maverick Entrepreneurs), there is 1.2MM shares collared at 
approximately $40.17/70 expiring 03/31/98. As a starting point, we would propose: 

1. 5CK), 000 shares 

New Put Strike $50 

New Call Strike $76 

New Expiration 9/96 «- , ( i, /4 1 

Put price stays same, BUT call price adjusts down if stock falls below 55 (c.g., call price adjusts 
to $73 if stock falls to $52 ($55-$3). Call price cannot go below $55 even is slock fell below 
$35). 

2. 700,000 shares 

New Put Strike $55 p ->o' 

New CaU Strike $76 « 

Seme Expiation 3/98 

The call would adjust like option No. 1 . 

CONCLUSION: 

What this strategy does is gives you the flexibility (because of the shortened maturity) to 
liquidate some of your holdings in the ne^ future. We have also increased the put to 50/55 
which if the marlret declines, gives you added protection. We have added the adjustment feature 
on the calls which is what allows us to step up the price of the put substantially. 

This is only a starting level and what I’ve done is try to come up with a plan that gives you 
flexibility and added protection. Please let me know your thoughts. 


Permapent Sabcommittee on iovestigations I 
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02/08/99 11102 EQTY DERIWftllUES -* 214 7^ 9464 


NO. 612 PB01/004 


LEHMAN BROTHERS 


equitv derivatives 

FAX COVER SHEET 


TO: 

MleheUcCritteabea 

COMPANY: 

Lchfaaa Brothan ^Dattas) 

FAXd: 

(214)73l><9464 

PHCmE m 

<214)72(L»489 

FROM: 

Philgalliane 

TELEPHONE# 

(212)51641105 

FAX#: 


OOF SHEETS DiCLOBlNG 

THIS COVER UCTTBR: 4 


AttfteM picaw fisd tbe invoiet for cht OTC Optfoa Eiplrttion for Grtcabrlar, Sarnia, and Quajria 
oa SE/SSW 00 Fcbmary 9* for aetifoaieat on F^ruary II** 

Please forward a ropy of these lavolecs to the rapectivc coaBterparties. 

Please me kaow ifyoa have any questfoas. 

Regards. 

Phfl 


3 W<hU FtesKial Center. ZOO VcMy Saw. 6ft Flcwr. Ne» KY t02tS 
(ZIIQ 6404900 
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COLLAR TERMINATION SUMMARY 


# Shams Oof/on Strike 

Greenbriar 

Net proceeds from exercise of SE 398, IK) $27.7343 

— Naf pr o ceecte-fremexereise^ef^ss w Ii::: — : $ - 1^ 


$11,002,596.55 

$17,854,096.55 


Net proceeds from exercise of SE 1 13,074 $27.7343 $3,1 24,720.84 

Net proceeds from exercise of SSW 142,000 $13.8030 $1 , 945,826.00 _ 

$5;070i546;64- 


Quayle 

Net proceeds from exerdse of SE 
Net proceeds from exercise of SSW 


238,890 $27.7343 $6,601,557.93 

300,000 $13.8030 $4,110.900.00 

$10,712,457.03 
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LEHMAN BROTHERS 


To! Mike French — 

Shari Robertson 


From: 


Lou Schaufele 
Sr. Vice President 




Date: August 20, 1995 


Recently, I asked New York to price for me what it would cost to repurchase the Michaels Stores 
calls that you are short. Because of our hedging, we would let you do this if we could change the 
puts you are long from American to European style (diis is worth a lot of money to you). 

ANALYSIS 

Repurchase calls ($485,000) 

Conversion Aracr to Euro $ 1 ,075,000 

Net Credit S 590,000 

I actually think that the repurchase of the calls and the conversion of the put to European style 
should ^ viewed positively in the marketplace. 

On another topic, Sterling Software. With the distribution of Sterling Commerce approaching, 
we have been doing some work on how you could restructure to have a more bullish view on 
Sterling Software POST distribution. Please give me a call to discuss. 


cc: Sam Wyly . 
Even Wyly 


LEHMAN WOTHERS INC 



Permanent Subcommittee on Investieations 

EXHIBIT #66 -FN 754 

1 CC 039284 




3811 


1^1B/9S 12:03 LEHMflN BFSftHEHS •» 91214721^64 


N0.713 FB02 


To: 

From: 

Ra.: 


J. Rase 
a amain 

Increased loans to “Devotion" and “Elegance” 
18 December 1995 


CralgSaiSlBr 

John Mosler 


ca: 


I intend to ask oedit for permission to increase loan amounts to DewUon and 
Eleoance. On 13 November 1995. these two Isle of Man 

tvi^vearcaRs on 500.000 shares of Sterling Software at a stnTte price of $41^ 
We agreed to lend them 50% ofthe cost of th^ 

Ste^nd obtained them the right to can to should t hejmjro ^ he 

outstanding loan ever exceed 55% of the mark to maitet value of their posrtton. 

Sterling Software is now trading above ^ per 

value exceeds $11 million, the outstanding loan value b $2.3 million. 

As lono as the value of the loan exceeds 55% of the mark to market value of 
their 4s»ion. we would like to roll ell interest payments Into the pnncipal amount 
of the loan. 

Attached please find a statement of all outstanding option and loan stoats 
with counterparties which have connections - however remote - with Sam Wyly. 
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LEHMAN Brothers 


DATE; 

TO; 

FROM: 


RE; 


October 28, 1996 
Kathy Lamb 


Cindy Murdock 


Proceeds from sale of SSW calls 


The fuU proceeds on the sale of 500,000 SSW calls @ $14.89671 was $7,448,355.00. It 
has been allocated 1/3 to Elegance and 2/3 to Devotion as follows; 

Elegance; $2,482,785.00 

Devotion; $4,965,570.00 

These numbers represent a slight revision horn the memo sent to you on 10/21/96. I 
sgxilogiae for any confusion this may have caused. 

We will combine these funds with'the funds that settle 10/29 on the sale of the SE calls 
and purchase 30, 60, and 90 day Treasury Bilb per your request. 

Please call me if you have any questions. 


CC' 





Siuvely/word/kmie 

UBHMAN nonoata me. 

TBXABooiACBiuaTowBR zwoBoaBAVsniB •uTisisao DALLAS. -ncmai aumsm awnoMoo 
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LEHMAN BROTHERS 

FINANCE 


March 17. 1998 


East CaiToU. Ltd. 
International House 
Castle Hill 
Victoria Road 
Dou^as, I^e of Man 

-Dear Sir or Madam: 


Reference is made to those c^tain Call Option Transactions arul those certain Put 
Transactions each expiring on or about March 25, 1998 (collectively, the Transactions”), 
L^iman Brothers Finance S.A., a Swiss corporation ("LBF"). and East Carroll, Lttl. 
“Counterparty”), rdating to shares of the common stock, par value $.01 per share (“SCI 
Stock”) of Sterling Conimer<», Inc., a Delaware corporation C'SCF’), and shares pf common std< 
value $. 10 per share C‘SS1 Common Stock”), of Sterling Software Inc. , a Delaware corporation (j 


pptkm 

. (the 
nunon 
jck, par 

‘ssr’). 


Reference is also made to Cal that certain Loan Agreement dated as of March 31, 1995 (the 


“Loan A^eement”), between LBF, as lender, and the Counterparty, as borrower, (b) that 
Amendment Agreement (Amendment No. 1) dated as of July 12, 1995, between LBF ind the 
Counterparty, (c) that certain Amendment A^eement (Amendment No. 2) dated as of Au|^st 3C , 1995, 
between LBF and the Counterparty and (d) that certain Promissory Note made by Counterparty |to LBF 
in the prindpd amount of USD8,03 5,200 (the “Note”). 

The parties hereto hereby acknowledge that, as of the date hereof, fi) the aggregate 
outstandix^s on the Note and under the Loan Agreement includes unpaid principal in the amount of USD 
USD8,03S,2(K} plus interest thereon and fees and charges with respect thereto, if any (the “Loan 
Obli^tions''5r and ^) there are 3 1'S.'SiO' 'Calls/Puts oh“shares of'SCl Common Stock and 200,000 
Calls/Puts on shares of SSI Common Stock remmning under the Transactions. The Counterparty 
acknowledges that, as of the date hereoC an aggregate of 318.S20 shares of SCI Common Stock and 
200,000 shares of SSI Common Stodc (collectively, the “Shares”) have been ddivered and pledged by 
the Counterparty to LBF as collateral under the Transactions for the Loan Obligations and the 
obligations of the Counterparty under the Transactions, all pursuant to and in accordance with th^ Pledge 

and the 
1, 1995 


Agreement dated as of March 31, 1995 (the “Pledge Agreement”), entered into between LBF 
Counterparty in connection ynth that certain 1992 ISDA Master Agreement dated as of March i 
(the “Master Agreement"), LBF and the Counterparty. 

Counterparty’s execution and delivery of this letter agreement shall constitute an irrevocable 
order by the Counterparty for Lehman Brothers Inc., an aftiliate of LBF C'LBF’), to sell (the “Sell 
Order”) all of the Shares. The Sell Order shall last for up to five (5) Exchange Business Days l(as such 
term is defined under the Transactions) cpmmencing on March 17, 1998 (the “Selling Periodf). The 
Counterparty acknowledges and understands that, pur^ant to the Sell Order, LBl may sell anyl number 
of Shares (in any combination of shares of SSI Common Stock and SCI Common Stock) on any day 
during the Selling Period, with no restriction as to the minimum or maximum numb^ of Shares sold on 


LEHMAN BROTHERS FINANCE SA. 

GENraR5TIIAS^24 • P.OJBC»C31l ■ S002ZURICH • SWITZERLAND 
TUEPHONE(01}41l2S7Sa42 • TEL£FAX(0I)41I 2t7SS 2S • TELEX m096 LOFSCH 
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33 / 16/98 


^3.020 P04 


any suck day. The Counterparty shall pay to LBI, as consideration for the sale of the Shares, out of the 
proceeds of ajcb sal^. USD0.15 for each Share sold (the “Commission"). The Counterpart 
acknowledges that LSI or its aSUiates may purchase Shares from the Counterparty or otherwise durii^ 
the Selling Period. T1 »k Counterparty &rtheT acknowledges and agrees that the proceeds of sale: of 
the Shares, %ss die Commisaon and, less ail appOcable Securities and Exchange Commission fees (the 
“Net Sale Proceeds”) which the Counterparty agrees shall be paid out of such proceeds, shall institute, 
and shall be substituted for the Shares as, collateral posted and piedgoi by the Counterparty to LBF 
under the. Transactions and the Pledge Agreement The Counterparty hereby reaffirms all a^e^ents set 
forth in the Pl^ge Agreement ^^th respect to the Net Sale Proems. Ai! Shares not sold pursuant 
hereto shall be returned to Counterparty pursuant to and in accordance with the Master Agreement and 
the P ledgeAfflOemcak:::-:--:--:----:-^ - 


The Counterparty represents and warrants to LBF and to LBI, (a) that Counterparty! 

“affiliate” (as defined in Rule 144 promulgated under the Securities Act of 1933, as amended (“Rule 
144”)} of rather SCI or of SSI and that the Shares (i) were not “restricted securities" (as kefined in 

Rule 144) on the date that the Counterparty entered, into the Transactions, (ii) arc not re^ricted' 
on the date hereof and (iii) wiU not be restricted securities at any time during the Selling Peiliod. The 
Counterparty hereby reaffirms the representations and warranties mwie by the Counteiparty to LBF in 
the Master Agreement, in the Pledge Agreement, in the Loan Agreement and under the Transactions, 
including those representations made with respect to the Counterparty's authority to enter into such 
aereements and with respeettp the cnfon^bility of such agreements against the Counterpany with full 
force and effect and as if such representations and warranties were made on the date hereof 

This letter agreement shall confirm our ^eranent fully to terminate the Transactions, cl fecrive as 
of-the last day of the Selling Period, upon the foUoudng terms and conditions: 

1 . The representations and warranties set forth in the previous para gr aph shall be true and 
accurate as of the date hereof 

2. LBF and the Counterparty agree that the “Final Price” (as. such term is defined in tlie 
Transactions) wifii reject to each Transaction shall be equal to (a) with respect to the 
Transactions relating to shares of SCI Common Stock, the average execution price for all 
shares of SCI Common Slock, and (b) with respect to the Transactions relating to shares 

of SSI Common Stock, the average execution price for all shares of SSI Comm >n Stock, 

all sold durmg the Selling Period pursuanf to the Sell Order. 

3. The Counterparty agrees that the Net Sale Proceeds shall be applied (a) tc pay the 

aggregate “Cash Settlement Amoum" (as such term is defined in the Transactic ns) of all 
Transactions payable by the Counterparty to LBF pursuant to the Transactions (rite 
"Aggr^ate Option Payment") and (b) to repay the Loan Obligations owing ai^ payable 
by Counterpany to LBF, If, after application of the foregoing amounts to the Aggregate 
Option Payment and to the Loan Obligations, either of the Aggr^ate Option Payment or 
the Loan Obligations shall not have been paid in full (the remaiiung unpaid anjount, the 
“Balance”), then the Counterparty shall pay the Balance to LBF, in USD in imkiediatdy 
available funds no later than the last day of the Selling Period, to LBFs account at 
Citibank, N.A.. New York, SWIFT Code; CITIUSSS, FED >^A Number 0^1000089, 
Account Name: Lehman Brothers Holdings Inc., In Favor of: Lehman Brothers Finance 
S. A., Account Number: 40729568. ' 


2 . 
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The Counterparty a^ees, in connection herewith and in connection with the Sdl Order 
and the sale of Shares, to make such other filings, wiUi the SEC and otherwise, and to 
take all further actions that may be necessary to comply with relevant federal] and state 
*■ securities laws and regulations. 


Upon the satisfaction or completion, as the case may be, of the foregoing terms and conditions] 
and obligations of LBF and the Counterparty in reqrea of the Transactions shall terminate. 


This agreement itself shall be the binding agreement between LBF and Counteroartv relatine to 
this terminatmn^Thitragreeme^sh a i l he gow -m er ) hy~andTTB mre ' ' 

York, without regard for the principles of conflict of laws thereof. 

Please evidence your agreement to the terms of this Termination Agreement by executing this 
letter and returning it to us at facsimile number 01 1-411-287-8825. Attention: Documentation. ' 


all rights 


LEBDVIAN BROTHERS FINANCE S.A. 

By: 

J 


Name: 

Title: 

By; 

XTw 

1 

n iWilCu / 


Cheryl Chickowsld 


Accepted and Agreed: 



LL. LTD. 


Title: 


INTERNATIONAL HOUSE 


CASTLE Hia 
VICTORIA ROAD 
DOUGLAS, ISLE OF MAN 


Execudoil time will be funiishcd upon counicrpany's wriucii requoL 


3 
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From: ’Michelle Boucher’ 9||||||||HH||||[H[||^ 

Sent: Friday, Jur» 1 

To: <khenningtonM|||||||^^ 

Subject: fyi, transaction ■^^r^oing In the tmste re:CA 


We are only doing this from offshore, but you should be aware. I've advised Shari as 
protector and she is on board. I've also cleared it through McCafferty to ensure we 



We are buying S2.SM worth of $35 CA calls that expire on August 17th. 

Paying a premium of approx 7.29% which at the current trading price of $32.50 is $2.37 
per call. This is all being done through Lou. I’ve picked Sarnia for the transaction 
and sent everything to IFG. It should get put together Monday am, everyone has my 
numbers to reach roe if they need to. 

Michelle 



Confidential 

SEG_ED00013896 


PSI_ED00013896 
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Lehman Brothers 
Equity Derivatives 


Call OpOon on Computer Associates International, Inc. 

Summary of Indicative Terms ax of June 15. 2001 

Gieenbriaj O^rporalion 

Ldiman Brothers Finance S.A. 

(Guaranteed by Lehman Brothers Holdings Inc.) 

Lehman Brothers Inc. (“LBD is acting as agent on behalf of Ldiman 
Brothers Finuice S-A. ("LBF*) for this Transaction. LBI has no 

obli^tions. bv guarantee, endors ement or oUterwise, with reflect to t he 

. . "iTp fc rfonn a ace oflB is Tr a ns a cC oa b y LB F . . . 

Selected Security: Common stock of Computer Associates loternatiODai, Inc. 

(Bloomberg Ticker “CA”) 

Number of Selected Securities: 1,000,000 shares of the Selected Security 


Option Buyer; 
Option Seller: 

Agent: 


Trade Date: 


TBD 


Exercise Style: 


European 


Expiration Dale: 8/17/01 

5/riA:e Price: $35.00 


Spot Price, Option Premium: 


Spot Price' 

Option Premium^ 

$32.00 

S2.08 

$32.50 

$2.30 

$33.00 

$2.54 


Premium Payment Date: 
Settlement Method: 
Settlement Date: 

Option Payout: 


Three business days after the Trade Date 
Cash 

Three business days after Ute Expiration Date 

If the Settlement IVice of the Selected Security on (he Expiration Date 
is greater than the Strike Price, the Option Seiler will pay the Option 
Buyer an amount calculated by the Number of Selected Securities 
multiplied by the anmunt by which the Settlement Price exceeds the 
Call Strike {Intrinsic Value: SfXt). If the Settlement Price is less than 
the Call Strike, the Call Option expires worthless. 

D^ned Terms: 

Xf is the Call Strike Price in USD (as calculated on the Trade Date) 
is the closing price of the Selected Security on the Expiration Date 


Documentation: 


Ml (cm sheea ore indicative only. Aciu^ ienns arc subject to confinnaiien by Ldwnan Bnohen Finuicc. 5A. QienU aie advised 
to malce an indepouleni review and teadi dietr own condosions fcgarding the tegal. cicdii, laa and accounting aspects of ttiis 
transaction idaiing to their asets. liabilities, or other hsk management objectives and nsk tolerance. Alibcwgh the inScstive 
infonnalioo set fonh is tcfleciiw of the temis. as of the specified date voder which Lehnan Brothers believes a tnmractJos iraght be 
suuclured. no asstiraiue can be given dial such a transaction could, in fact, be oiecvicd at the specific levels indicated. 


Pnrmaiient Subcommittee on Investigations 

F YHTBTT #66 - FN 754 


CC 021913 




3821 


, = Redacted by the Pennanent 
Subconimitwe^onjnvestig^iffl 


3 World Financial Center 


New York» NY 10285 


Date 6/21/2001 

SARNIA INVESTMENTS LIMITED 

cfo Vaimcnt {Isle of Man) limited Midocean House, litlle Switzerland Victoria Road Douglas, IM99INR IM TH^: 


Phone 01 1 44 1624 68S-300 

Fax 0I144 1624 688'334 

Premium Payment Notice 


Lehman Reference Number 
Boyer^cUer 


Option "^pe 
“Un'deffyrag 
Number Of Options 
StrilCB 
Trade Date 


N0106I324 

SARNIA INVESTMENTS UMITED 
Earq>eanCaU 

COMPUTER ASSOCIATES DHL INC 
1,000,000 
35.00 
6^18/2001 


Cash Settlement Value 2,285.000.00 

Seolement Date 6/21/2001 

in our c^Mteity as agent of LBF. you are notified that a Premium USD 2,285,000.00 is due and payable on the settlement dare. 
Please make arrangements to pay LBF on 6/21/2001 to the following instructions: 


Bank Name 
ABA#: 

For the Accovmt of: 
Account Number: 
Favor: 


Citibank. NA. 

New York, New York 
021-000-089 


JLeteiM Bfttfh ers Holding Inc. 

Lehman Brothm Finance S.A. 


Please call me with any questions at 212-526-0105. 
Best Regards Equity Oetivattves Settlements 
Uzabeth Foxwefl 



Lehman Brothers 
3WFC 
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Memo 


Date: July 22, 1999 


From; LouSchaufele 


I wanted to go over a thought that I had regarding the option exercise for 
some of the offshore entities and the announced share repurchase by the 
company. I understand that the company really doesnlE want to commence 
with the repurchase until 4Q or later, but that opens the company up to risk 
if the stock were to rise over the next few months. Given that the offshore 
entities would like to sell stock over the next few roondis at current market . 
levels and the company has a risk if the stock rises between now and the 4Q, 
perhaps there is a way that we could help both concerns. The company 
could enter into a swap with Lehman Brothers to be done over time. The 
offshore entity would be a seller and the buyer would be Lehman. .As 
Lehman-bought stoekvlbBy m turn would enter into a swap arrangement wdn 
the company at the current price. This would offer the protection &om 
upward price movement. T^e offshore entity could sell stock without 
pressuring the market. 
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Party A: 
?any^: 
Ageat: ■ 


L£i 1MM< BaoiBnts 



mu^cn fiiancc ^ , | w Bdagwise> widiw^g^ ^ ^ 

--- — 


tbe 


SeteOed SeC3triQi: 

Hamk^ nfSileeaJ StcaiSai 
SodanalJtr^f^ 


TradtDete: 

Z^iesnveDsf^ 

Pinal Vabsdan Oote: 
Te/«eiM»'an Z>dte: 
£apt\ty Vahton^ D«W.‘ 
Sqtiity i*ay»»»»w ^ox*: 
rnoR PastT «* 

ZJB OR Psytrsme Dewr 

j(;^icnncelJSOPi 
Qaigylatiafk Periodi 


g yrttwp Software tos. 

-mo fA fnwanmm of Shares) 

TBD fA m-nTT’— ^ AaE Ve a» aouJUM 

^ „-08=™l «« . '■“■>■* ^ 

2^b, *=fcll««i5 olcdamm. 

SxP 

Tte=ta5=M 

^WEla« 

j j Bomhs afnr >1>« ““ 

Sjm.astlicr«ilV=huBO«I»it 

Tamimuion Pot* 

-nj,« s*st of ^ 

™> iMtate a» E3a»>« 

Sf ^ *“ “- 


Peset pt^mena ty Pary X' 
item P<^vma*» fe' ®* 

jyMdeitdc 


TTie Capital Ajpt«saJtoaef»y)® 

. Modfliul Aavnini X SooaJiy 


Seeafny 

of tm® 

»r- n . M. .-»t i M> Pa». » Tscs^ » •.I* rf anr oaaBptHB or 




“ A»»““ ' 
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@ 1004/015 


Greenbiiar Umiiad 
Balance Sheet 
June‘30, 1998 
(Unaudfted) 


Assets 

nn harai — 

tnvestmsrit in Mavisfick Fund 
Other divestments 
impest rec^vabie 
Total assets 


$ 238.829 

6,094,552 

21.658.833 

39.025 

S 32.997,983 


5?iarehoider*5 equity 

Share capital S 

Retained earnings 32.997.883, 

Total shareholder's equity s 32.997,9^ ^ 
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Bwton Fuanc SjL fW mWisc TS»za W Ae 


Selttsied Seesuiiy: 

Mj«6c' o/Stlecmd Seance**: 
SodmeiAmtutnr: 


SterlioS SoAsvanbc 

7BD nasansa af 1,5®°*°®® 

■nt NnfiMOl Ansosm to 3 CiMtaim Period sMl kc » atoto 

ds*sBiinfid >T ih« jWlawlos olciJaBen: 


Wte«s,'’ . « ■ 

3*'*^^^ * ttokliato jakrige. 

Tlxe Imi3ansad«D8» 
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It fflflsihs aftsr tbi ESesdvc Da** 

Samt 8* ibc final Y*d*®**a®^^*** 
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TteTec cataa DoaPtfB . . 

u» flto of =>ch OlladailOT pcioi 
Qaariaiy ftottt TTads Dale • ", 

-nra-SanliUBOR as sa rank on Td^ pa«o r750 on iho snoand 
^nsliMS priff^w BidilJB0B.R*5«o»* 
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!^^no.UBORPoym«Da.aoac^pkto 

SScilenlaDOO PtiinI wSU cnnawica m ^ 

Dan iU Cic ftal Colonkniai Paioil wiB =«1 an-taa otdudn the 


TnADate: '.'. 
ZJfesJivt Oatc 
pititJ I'*e&«02uui Dct£i 
TtsrtMinadoti 

VehiatioH Daie: 
P^ymoii Data: 
fJg /M iUMt Dele: 
LISOR^eymeat DoIms: 

JtjeJennKa ZIBOR: 

CalatJetion Rtrio^ ■ 
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QIOIO/OIS 




Spnad: 

. E^sKsuiion 

TcrmboOfon Fcts: 


1.KRMAI* BRC3TOERS 

EQOTTT imatATivts 
■avJJ. IhgMfc <n tbc ayAy D<» 

•— (j ^.iim^ |>ayme««-fio m -lb4to W : ^ ^ -__ 


l«sy B ihaD W Pany A » SOJJMian: cjeJjBaiite a 

andatftfcTniwidof^aryAsJicdsc. ^ 

»r*- r Ii ii -min-nn or oKtiaDy Terriiime* *is T*»dB prior to ttie 6* 


Cepii^ 


CoIoIaaomAeme 

OOTBncy: 

CpOattreL 


on oa.' ihcPnyiDMiinK. ftmy A wmpic-n> Pa^ 

m llM ,j,pri*iiaBO of to samed Senlto 



Oo toEqoiLy Po?ll>=oPtoiP»«f AwiUTOooiyoton ^ao ^ 
00 to di?ii«ioiM> of to SeleaM Seaoiij caloiteicd 1 

foDowK 



Siilhs>JOmberofS^KSbiSe»Bltie* . .. , t,. ■ 

p, k Ow »«»«* o««««a ptJce of the Sd*^ SecwiQ' a wdiudi Pany A 

eic^ilS^oftoSolsacl SecoiSy a »«cft P"*? 

A asablidtet !» Iu3de<. 

Ldmian Brothss Iac. 

AH Paymtfiw made ia USD 

30%af Kotiooil AaiBoat 
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lekman BROraEBS 

EQinry OKRtvATivK 

Eijuity Swap (LONG) 

Wm^rv of Indican t OctobsiMm 

Ldunan Brothers Tinancc SwA- . ^ 

(Guaranteed by Lehman Brothers Holdings Inc.) 

PariyB: Qiiaylc. Limited ■ 

“ LAmonWm® tocrnSrjrU-aSnTASagM " 

Ti^thfr: Finances A. (■LBF') for tliisTrjnsacuoii- LSI to no 

cndLmeni or o.herwU^wi,hresp.cito U.e 


2U'526-0900 


Forty- A: 


-^pjg a nMigrofFoRTnigaetiOT Fy 


Ukacd Scuwrily: 

Namher ofScUcted Sccurides: 
So^onal Amount: 


Trade Dale." 

Effective Date: 
fmtjl Voluatinn Dote: 
Termination Date: 
E^lty Valuation Date: 
Equity Payment JDaic: 
UBOR Reset Date: 
UBOR Payment Dates: 
Ee/erence JJBOR: 

Calculation Period: 


Reset Payments by Party A: 
Reset Payments by Party B: 


DMdends: 


Sterling Software Inc. 

IBD (A maxiinum of 1,500.000 Shares) 

•nie Notional Amount for a Calculation Period shaD be an amount 

dnenoined by the foilowlng calculation: 

SxP' 

Where.' 

S“ Number of Selected Securities 

P = by the average excoilion price at which Party A cslabbshcs its hedge. 

The Initial T^de Dam . 

Three business days sifter the Trade Date 
Three business days before tlie Terimnaiwn Dale 
1 8 months after die Effective Date 

Same (is the Final Vahiaiion Date 
The Temdnation Date 

The first day of each Calcalaitcn Period 
(JuaneaJy from Trade Date i- 

Three-i^th LIBOR as set fonh on TelEraie page 3750 on the scamd 
busincs day prior to cadi LIBOR Reset Date 

Each Calculation Period shall extend from and include, one UBOR 
Payment Date but exdode, the next LIBOR Paymeit Dale exet^ tot the 
initial Calculatjon Period wiU commence on and melndc the 
Date and the final Calcaiaiiim Period win aid on,- bm exclude ihe 
TominationPate. 

The Capital Appreciation (if any) of the Sdened Secorigi plus DMdends 

Notianal Amoum x (LIBOR plus Spread) cajculaed ou an aenraWSO day 
basis plus to Capital Di 5 jredaiion (if any) of the Selened Seomty 

If eho)d«of receni of the Selected Security Cthe Shares") would be enddtf 
duringthepoiod from and including the Effedive Dale m. b» exdod^ the 
TcHiunalion Date. W recaive a dividend from the Issuer of ttiose Snares. 
Party A shtdl pay to Party B the Dividend Amount net of any stairs tax or 


. — : ; — 7 “", m Fir ^mrper r.<iiiB*t hy LeHnuft »oihen Fin»nc^ S. A CUcQW »av«»*e ^ 

eu b« Ua* «ICU a \nn»*euBB 
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212-52^0900 


Spread: 
Execution Fee: 


Early Termination Fee: 


LlEHIvur* BBOTHERS 
EQinrv derivatives 

dlviilei\d payment ^in the Issum. 

125 bps 

pmy B yiallpay Party A a $ 0 . 06 /diiire cxccuoonfee m ouhMmmi 

- -and si-the '.1 

If *e dicM imniniiies or partially Tmnmatate Pn" “ 

rponararaavcaarytiocxthoEffoalvaD^^^^ 




Capital Appreciation: 


Capital Depreciation: 


on thn Paymont Oan, ParV A vriH pay “ P“Y ? 

"ilK apprecia^on of the SeJeacO Secvmiy escalated as follows. 



OiHlKEquitvPaymoniDae.P!iny AwJUreceivclrom^Ba 

paymait basrf on the depredation of the Scleetod Seeuniy ealcolaed as 
follows:' 


Coleuiation Agent: 

Currency: 

Vpfront Collateral: 

Mark-tO'Morket Collateral: 
Unsecured Amount: 
Minimum Cal! Amount: 
Acceptable Cottaleral: 

Documentation; 



where: 

Selected Seetiriry a which Party A 

So execution price of the Selected Security a which Party 
A establishes te hedge. 

Lehman Brothers bic. 

AU Paymatis made in USD 
30 % of NoUonai AmottiW 

<U’ 

Applic^le 
$ 0.00 ■ 
sso.ouo 

USD Cash or U.S. T^wurics 

ISDA Master Aereemeni. Credit Support Aimex, RquisaiiaiOB Leaer. 

Term sheetiantfCdftfitmaioiis 



j>« Aeexo^ 
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212-526^00 Lehman Brothers 


Equjty Derivatives 

Equity Swap (LONG) Amendment 
Summary of Indicative Terms as of 2:54:50 PM 

Parly A : Lehman Brothers Ftnanc* S A. 

(Guaranteed by Lehman Brothers Holdings Tnc.) 

Party B: Quayle Limited, Mc^)»ly Limited , Greenbriar Limited, Roaring Fork 

Limitfd, Sarnia Investments Limited 

~ Agenti — Lehman BrGthCTsiRGr-(ttLBl!!)4s-aGlkg-as-agenU5H behaifkrf’ Lehman- - 


Brothers Finance S.A. ("LBP) fw this Transaction. LBI has no 
djligations, by guarantee, endorsement or otherwise, with respect to the 
performance of this Transacti(a.by LBE. 

Sterling Software Inc. 

2,000,000 shares (^lit according to original trades) 

The Notional Amoint for a Calculation Period shall be an amount 
determined by the following calculation: 

SxP 


Selected ^ecunfy; 

Number of Selected Securities: 
Notional Amount: 


Amendment Date: 

New Effective Date: 
Final Valuation Date: 
Termination Date: 
Equi^ Valuation Dates: 
Equity Payment Dates: 
UBOR Reset Date: 
LIBOR Payment Dates: 
Reference LIBOR: 

Calculation Period: 


Reset Payments by Party A: 


Where, 

S « Number of Selected Securities 

P = Closing level of the Selected Security on the Equity Valuation Date 
for the previcais Calculation Period, except for the initial Calculation 
Period the closing price of the Selected Security will be rq)laced by the 
average execution price at which Party A establishes its hedge. 

February 28, 2000 
March 2, 2000 

Three business days before the Termination Date 
18 months after the New Effective Date (August 28, 2000) 

Quarterly from the Amendment Date 
Quarterly from the New Effective Date 
The first day of each Calculation Period 
Quarterly from New Effective Date 

Three-month LIBOR as set forth cm Tclcralc page 3750 on the second 
business day prior to each LIBOR Reset Dale 

Each Calculation Period shall extend from and include, one LIBOR 
Payment Date but exclude, the next LIBOR Payment Dale except that 
the initial Calculation Period will commence tm and include the 
Effective Date and the final Calculation Period will end on, but exclude 
die Termination Date. 

The Capital Appreciation (if any) of the Selected Security plus 
Dividends 


AiS term sheets axe bdicBtive only. Actual terms are subject to confinnatioo i^Uhnao Brothers Fu»aot,S. A. ClieatsareatMsedtomake 
an independent review ami reach thw own conclusioiis regarding the legal, credit, tex and accounting aspects of this tnmsactioa reladag to 
their assets, liabilities, ot other risk managenant objediva and risk toteraace. Although die indicative inlbraiatioo set forth is rcficctiv* of 
the terms, as ofthe ^reesfied date under vdiich Ldunas Brothers beiievess Craasactioa might be structured, no am be that 

such a trensaction ccwld, in fact, be executed at the spedSc levds indicated. 
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212-526-0900 Lehman Brothers 

Equity Derivatives 

Reset Payments by Party B: Notional Amount x (UBOR plus Spread) calculated on an actual/360 

day t»sis plus the Capital Depreciation (if any) of the Selected 
Security 

Dividends: If a holder of record of the Selected Security (‘‘the Shares”) would be 

entitled during the period from and including the Effective Dale to, txit 
excluding the Termlnatiai Date, to receive a dividend from the I^cr of 
those Shares, Party A shall pay to Party B the Dividend Amount net of any 
stamp tax or duties, fees or commissions payable thereof, on the Equity 

— “ -Payment Dale immcdiately^3ltowing~drc-dat«rupoirwhich!rohtosi5f fs<^fd 

receive such dividend payment from the Issuer. 


Spread: 125 h ps 



Execution Fee: Party B shall pay Party A a $0.06/sharc execution fee at the unwind of 

Party A's hedge. 


Early Termination Fee: If the client terminates or partially Terminates this Trade prior to the 6'** 

month anniversar>' since the Effective Date, the Client will be subject to 
a Early Termination Fee of 201^ on the Notional Amount Terminated 

Capital Appreciation: On each Equity Payment Dale, Party A will pay to Party B a payment 

based on the appreciation of the Selected Security calculated as follows: 

The greater of 

a) 0; or: 

b) sx[;5 

Capital Depreciation: On each Equity Payment Date, Party A will receive from Party B a 

payment based on the depreciation of the Selected Security calculated as 
follows: 

The greater of 

a) 0; or: 

b) s 

where: 

S is die Number of Selected Securities 

P, is the closing level of the Selected Security on the Equity Valuation 
Date in the relevant Calculation Period. If the Calculation Period is 
the final Calculation Period then Pt Is the average execution price of 
the Selected Security at which Party A unwinds Its hedge. 

Pf.j is the closing price of the Selected Security on the Equity 
Valuation Date for the previous Calculation Period. If Hie Calculation 
Period is the initial Calculation Period then P,.i is the average 
execution price of the Selected Security at which Party A establishes 
its hedge. 


Calculation Agent: 


Lehman Brothers Inc. 


Ail sh^ ore bdkativc oaly. ^tuol terms ve aibjeci to confirmation by Lehmos Brothers Finance, S. A, Clients are advised to 
M indqwndMt twBwund readt their own conclusions regarding the legal, credit, tax and accounting aspectsof this Uansaction relating to 
^ assets, Ii^iiitKs, or ot^ nsk management objectives and risk tolemoce. Although the indicative iaformation set forth is reflective of 
the terms, as of the ^reciGed date under which Lehman Brothers believes a transaction be acuctured, no can be riven that 

aich 8 troosoction could, in fact, be exemited at the spedfic levels indicated. ^ 
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Lehman Brothers 
Equity Derivatives 


Currency: 


All Payments made in USD 


Upfront Collateral: 


Mark-to~Market Collateral: 

Unsecured Amount^ 

Minimum Call Amount: 
Acceptable Collateral: 


30% of Notional Amount ((^yte Limited, Moberly Limited, Md Greenbriar 
Limited) 

40% of Notional Amount (Fof and Sarnia Investments and Roaring Fork 
Limited) 

Applicable 

$0.00 _ 

$50,000 

USD Cash or U.S. Treasuries 


icrm sheets and Contirmatims 


AlltenndjeetsttrciEdicativeonly. tennsaresubjecttocoofinMtionljy Lehnan BrotbersFiaiaoe, S.A. Clwatswe advised to make 
fli) bdepeudeni review and reach their own conciuaoos regarding the legal, credit, tax and accounting aspects of this tianaactioB relating to 
tbar afflds, lialulitias, or other risk manageoKitf objectives and risk tolerance. Although the bdicative informatiorj set forth is refieedve of 
the tenns, as of the speafied date und» which Lehman Brothers believes a craosactioa mi^t be structured, no assurance can be given that 
such 0 uansa«ioo could, in foct, be executed at the specific levels indicated. 
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Lehman Brcxthers 
Equity Derivatives 

Equity Swap Amendment (SSW) 

Summary of Indicative Terms as of 12:28:13 PM 

Party A: Lehman Brodiers Finance S.A. 

(Guaranteed by l^man l&tithei? Holdings Inc.) 

Party B: Moi^rly Limited, Grecnbniar Limited, Sarnia Investments Limited 


Agent: Lehman Brothers Inc. C'ESr*) is acting as agent on behalf of Lehman 

Brothers Fmance-S.A4^^^-fi»^a^raasa6licHi7-Lffl-has no 

c^ligations, by guarantee, endtM’semcni w otherwise, with reject to the 
pcrfcstnance of this Transaction by LBF. 


- — Set^fedSeeuri^ 


Number of Selected Securities: 1 ,500,000 shares (split according to original trades) 

Notional Amount: The Notional Amount f(» a Calculation Period shall be an amount 

determined by the fc^lowing calculation: 

SxP 


Amendment Date: 

New Effective Date: 
Final Valuation Date: 
Termination Date: 
Equity Vaiuation Dates: 
Equity Payment Dates: 
UBOR Reset Date: 
UBOR Payment Dates: 
Reference UBOR: 

Calculation Period: 


Reset Payments by Party A: 


Where, 

S *= Number of Selected Securities 

P - Closing level of the Selected Security on the Equity Valuation 
Date for the previous Calculation Period, except for the initial 
Calculation Period the closing price of the Selected Security will be 
replaced by the average execution price at which Party A establishes 
its hedge. 

February 29, 2000 
March 3, 2000 

Three business days before the Tcnninalion Date 
18 months after the New Effective Date (August 29, 2001) 

Quarterly from the Amendment Date 
Quarterly from the New EDiective Date 
The first day of each Calculation Period 
Quarterly from New Effective Date 

Three-month LIBOR as set forth on Telerate page 3750 on the second 
business day prior to each LIBOR Reset Date 

Each Calculation Period shall extend from and include, one LIBOR 
Payment Date but exclude, the next LIBOR Payment Dale except that 
the initial Calculation Period will commence on and include the 
Eflcctive Date and the final Calculation Period will end on, but exclude 
die Termination Date. 

The Capital Appreciation (if any) of the Selected Security plus 
Dividends 


Ail iemidieeesare indicative only. Adua] (emu aKsubject toconfittnatioD Ldunu BrotlieR Finance, S.A. Clients snadvised to make 
an independeiu review and reach their own conclusions regarding the legal, credit, tax nod accouobiig aspects ofthis transaction relating to 
their assets, liabilities, or other risk mana^ment «d)jectives and risk toiem^ Althou^ ifae indicative infonnation forth is reflective of 
die terms, as of the specified date under which Ldisuui Brothers believes a transaction might be structured, no agcirawf* can be given that 
such a tnuisaction could, in &ct, be exeorted at the speaSe levels indicated. 

I Permanent Subcommittee on InvestigatioBs I 
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212-526-0900 

Reset Payments by Party B: 


Dividends: 


■Spread: 

Amendment Fee: 
Execution Fee: 

Early Termination Fee: 


Capital Appreciation; 


Capital Depreciation: 


Lehman Brothers 
Equity Derivatives 

Notional Amamt x (LIBOR plus Spread) calculated on an actual/360 
day b£^is plus the Capital Depreciation (if any) of the Selected 
Security 

If a holdo” of record of the SeloHed Security (“the Shares”) wxild be 
entitled during the period frtnn and including the Elective Dale to, but 
excluding the Termination Date, to receive a dividend from the Issuer of 
those Shares, Party A shall pay to Party B the Dividend Amount net of any 
stamp tax or duties, fees or awnmissions payable thereof, on the Equity 
-Payweiin^te irntnediat^ ioltowing the dalcTipofrwhich lioldefs of fecM^ 
receive such dividend from the Issuer. 

125 bps ^ 

$50,000 (Split pro-rata amongst all Hve entities) 

Party B shall pay Party A a SO.Od/share execution fee at the unwind of 
Party A‘s hedge. 

If the client terminates w partially TCTminates this Trade prior to the O’*" 
month anniversary since the Effective Date, the Client will be saibject to 
a Early Terminaticm Fceof 20bps on the Notional Amcnint Terminated 

On each Equity Payment Date, Party A will pay to Party B a payment 
based on the appreciation of the Selected Security calculated as follows: 

The greater of 

a) 0; or: 

b) Sx[p, -/>„,] 

On each Equity Payment Date, Party A will receive from Party B a 
payment based on the depreciation of the Selected Security calculated as 
follows: 


The greater of 
a) 0; or: 

t»sx 

where: 

S is the Number of Selected Securities 

?f is the closing level of tiie Selected Security on the Equity Valuation 
Date in the relevant Calculation Period. If the Calculation Period Is 
the flnal Calculation Period then Pt is the average execution price of 
the Selected Security at which Party A unwinds its hedge. 

?f.j is the closing price of the Selected Security on the Equity 
Valuation Date for the previous Calculation Period. If the Calculation 
Period is the initial Calculation Period then Pf,2 is the average 
execution price of the Selected Security at which Party A establishes 
iti( hedge. 


Calculation Agent: 


Lehman Brothers Inc. 


All term sheets trebdicative only. Actual terajsMesubjecHoconfinnBticwlivLdHnBnBrolbei* FtaMice, Clieotsaieadvisodtomake 
an in(k?»ndent review and reach dieir own cooclu«ons regarding the legal, credit, lax and acwuntuig aspects of this traasattion relMing to 
Ureir assets, liabilities, or other ride managemeni «*jectives and risk tokrance. Although the indicative uiformation set forU) is reOeclive of 
the lenns, as of the ^ified date under wfaidi Lehman Brotters bdieves a transaction migltt be structured, no can be given that 

such a trans^oo could, in fact, be executed at the specific levels in d ic a te d 
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Currency: 

Upfront Collateral: 

Mark-tO'Market Collateral: 
Unsecured Amount: 
Minimum Call Amount: 
Acceptable Collateral: 


All Payments made in USD 
30% ofNolitsial Amminl 

Applicable 

$ 0.00 

$50,000 

USD Cash or U.S. Treasuries 


Lehman Brothers 
Equity Derivatives 


Docunienldlion: ISDA Maslw Agrcdh^l, Credir Suppt^ AnnexrKepresraMibn Tetter, 

Term sheets and OmBrmations 


All lennshHSsBjeiBdiaitiw only. Am*l terms tit sut^ to coafiniutionty Lehman arotheisFiiMaca, S.A. CKenUiretdvisedtomake 
an iadependeni leview and reach their own coitclusMu regarding the legal, ciedit, cox tad accousdiig aspects of tbb transaction relating to 
th«r asets, liabilities, or other ride mmagwncni oi^ives and risk tolerance. AlUiough the ijidieadve informalioti set forth is reflective of 
the terms, as of the specified date und« \^ch Lehman Brothers believes a ttansaaios might be structured, no can be gven that 

such a mmsectioa could, in foct, be executed at the specific levels indicated. 
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12^18^ 12103 LEHMAN BROTHERS ^ 912147209464 N0.713 P001 

LEHMAN BROTHERS 

FAX COVER SHEET 



: COMMENTS; ; 

j ^ ^ 'lUineAgQ^ol LqQji^ -ki 



3 Worid Fintndal Center, 6di Floor 
New York, NY 10285 

Pli: (212) 526-0900 
Fax; (212) 528-7337 


Pormanpiit Subcommittee on iDvestigations 

EXHIBIT #66 -FN 757 
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l^lS/'SS 12=03 LB«W HiCmSRS ♦ 912147209464 


NO.713 P002 


To: J- Kase 

From: B. Brittain 

Re.: lncf8ased&sto‘lfev«Boh’and'B6gance" 

Data: 18 December 1895 


CO.: 


Cra^Schiffer 
John Mosler 


I intend to ask credtt tor permfeslon to Inerease loan amounts to De^onand 
Elegance. On 13 November 1995. these Ivw) Isle of Man co un^ arties tought ^ 

tw^u^callsonSOO.OOOsharesofStBriing Software at a stnke price ofJ41 per 

^ ^0 pe^ share. We agreed to lend them 50% of the cost 
calls and obtained from them the right to can for colaleral should the 
Ststanding loan ever exceed 55% of the mark to market value of their position. 

Sterling Software Is now trading above $55 per share and toe optons' market 
value exceeds $11 million, the outstanding loan value is $2.3 million. 

As long as the value of the loan exceeds 55% of the mark to market yaluerf 
their tuition, wo would like to roll all inter«t payments Into the pnncipal amount 
of the loan. 

Attached please find a statement of all outstanding option and loan sttu^'ons 
with counterparties which have connections «■ however remote - with Sam Wyly. 


CC 038440 
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A/0 10/11/95 





HHIHHi 


A/C 


iifflmwnn* 



West Carroil 





Roaring Fori< 

53.4t^ 

$2,244,144.0) 




88.058 

$3,698,436.00 

(S1 .255.286.90) 

$553,931.10 

HIHEIVPW™ 

63.431 

$2,244,102.00 

$563,640.57 

$1,705,691.57 


116,667 

$4,900,014.00 

$779,851.74 

$3,229,658.74 

R1(^an(J ' 

6;667 



-$9157222;t4 






Total NY 

401,588 















500.000 

$21,000,000.00 

$9,437,500.00 

$2,532,500.00 

Quavie 

300,000 

$12,600,000.00 

$6,285,375.00 

$896,625.00 

Sarnia 

142.000 

$5,964,000.00 

$3,152,125.00 

$247,355.00 


_______ 




Total London 

942,000 

'HHHIHli 

HHIHHHi 

















Devotion 

calls on 333,333 

$3,283,330.00 

$1,506,593.96 

$135,071.04 






IHHHHIi 


IHHHIHi 




IHHI^SEESI 









LIHIIZ 






h B^ed upon assumed price of i42.00/share on stock & $9.85 on calls 
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ApiS 22, 1992 


‘“}®7Marfc BeageF''’”'’" 

Ivficliaels Stores, Idc. 

P.O. Bo x 6125 66 

~DFW7Texa8~^?a#ta5-& fc 


Dear Mi. Begley: 

As Managing Director of Tensas Limited, I wish to exercise 210,000 Michaels Stores, 

Inc. opfioas, I #ish to exercise these options using a cashless exercise through First teton 

Corporation, located at 3100 Texas Commerce towef, 2200 Ross Avenue, Date, Texas ; 

75201. The broker on the account is Lou Schaufele and he may be reached at (214) Redacted by the Permanent 

Subcomxnittee on Investigations 

The following options are being exercised: 

100.000 warrants originally issued dirou^ 'Warrant #3 dated 11/20/84, amended 
10/24/90, and transfetred to Tensas Limited 4/13/92. 

110.000 options granted 8/4/86, amended 12/11/87, amended 8/8/89, amended 
10/24/90, and transferred to Tensas Linut^ 4/13/92. 

I 

R. Buchanan 

Lome House Trust Limited 
Lome- House 
Castletown, Isle of Man 
British Isles 


Pprmangnt Subcomnuttet on Investigations 

EXfflBIT#66-FN761 
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April 22, 1992 


Mr. Mark Beasley 
' MichaelrStoresrlnc.' — " ' 
P.O. Box 612566 
DFW, Texas 75161-2566 


Dear Mr. Beasley; 

As Managing Director of Tensas Limited, I wish to exercise 210,000 Michaels Stores, 

Inc. options. I wish to exercise these options using a cashless exercise through First Boston 
Corporation, located at 3100 Texas Commerce Tower, 2200 Ross Avenue, Dallas, Texas 
75201. The broker on the account is Lou Schaufele and he may be reached at (214) — 

Redacted by the Permanent 

The foHowing options are being exercised: invesngatioi 


100.000 warrants originally issued through Warrant #3 dated 1 1/20/84, amended 
10/24/90, and transferred to Tensas Limited 4/13/92. 

1 10.000 options granted 8/4/86, amended 12/1 1/87, amended 8/8/89, amended 
10/24/90, and transferred to Tensas Limited 4/13/92. 

* 

FL Buchanan 

Lome House Trust Limited 
Lome House 
Castletown, Isle of Man 
British Isles 
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April 20, 1992 


Lonxe House Trust Coa^any Limited 

Lome House 

Castletown 

Isle o£ Man 

British Isles 

Attn. ; Mr. R. Buchanan 

Re; Bulldog Non-Grantor Trust 



Dear Ronnie: 


Purusant to Section 8 o£ the Bulldog Non-Grantor Trust Agreement 
dated March 11, 1992 the Committee of Trust Protectors wishes to 
make the following recommendations to the Trustee. 

To escercise 210,000 Michaels Stores Options held in Tensas Limited, 
which is owned by the Bulldog Non-Gramtor Trust using a 
cashless exercise thru First Boston Corporation, 3100 Texas Commerce 
Tower, 2200 Ro^^^^^^e, Dallas, Texas 75201, Hr. Lou Schaufele, 
phone # (214} HHiHl The committee recommends selling all of 
the stock at a price to a least exceed $20.00 per share. The exercise 
price of the stock is $3.00 a share, requiring $610,000 to exercise 
the stock with Michaels Stores, Inc. Cash in. excess of exercise 
price should exceed $3,570,000. The committee recommends a loan 
at 6% interest rate, to mature in one year, of $3,500,000 to 
East Carroll Limited which is ovmed by the Bulldog Non- Grantor Trust. 
The committee recommends that cash in excess of the loan be invested 
in short term, cash-like securities, with some currency risk that 
you as Trustee feels coinpetes with H.s, certificates of deposits 
yielding arotmd 4 %. 

To exercise 200,000 Michaels Stores Options held in East Baton Rouge 
Limited which is owned by the Bulldog Non-Grantor Trust using a 
cashless exercise thru First Boston Corporation, 3100 Texas Commerce 
Tower, 2200 Ross Avenue, Dallas, Texas 75201, Mr. Lou Schaufele, 
phone # (214) 740-5221. The committee recommends selling all of 
the stock at a price to a least exceed $20.00 per share. The exercise 
price of the stock is $3.00 a share, requiring $600,000 to exercise 
the stock with Michaels Stores, Inc. Cash in excess of exercise 
price should exceed $3,400,000. The committee recommends a loan 
at 6% interest rate, to mature in one year of $668,750 to 
East Carroll Limited which is owned by the Bulldog Non-Grantor Trust. 
The committee recommends that cash in excess of the loan be invested 
in short term, cash- like securities, with some currency risk that 
you as Trustee feels competes with D.S. certificates of deposits 
yielding around 4 %. 

To exercise 667,000 Sterling Softare, Inc. Options held by East Carroll 
Limited which is wholly owned by the Bulldog Non-Grantor Trust 
using the cash loaned by Tensas Limited and East Baton Rouge Limited to 
exercise the stock. 
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7b.e exercise price is $6.25 per share for a total exercise price of 
$4,168,750. The committee recommends that East Carroll Limited hold 
the Sterling Software, Inc. stock. 

The committee also recommends that yon consider establishing a line 
of credit for the following corporations with Chemical Bank (Guernsey) : 
East Carroll Lixoited for $8,000,000 and East Baton Rouge Limited 
for $2,000,000. 



and Secretary 
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Fsei T-uB p-asi im ia *95 esu'. 



FAX TRANSMITTAL Maverick 


FROM: Mike Fr^ch 

PHOKE: 214 S91 S3S0 
FAX; 214 891 8212 
DATE: MatcblJ.WSS 
TIMB; 6i09 FM 


7X!); Ron&kl.B<ie^naa & RtitseH 

^Cj4Iislor 

CXIMPANY: J-onieHDUst Trust 


PHONE: 

FAX: 


Redacted by the Pennanent 
Subcommittee on Investigations 


NUMBER OF PAOES OnOuding cover); 2 


COMMENTS: 

On Ronnjc*« last visit here he discussed with Shari a pos^Ie iransaetba Lefamaa Brothers 
(Lou Schaufcic) invelviug a leading arrangemeut and a cost free eoibr on the SSW shares. 

!t my undef&tandis^ that l^chman will shortly he forwar^ng doewnoats to you regarding this 
propo^ transaction, and Ihst in general there wilt be created a derivative on the stock at 
905^ Of market and a derivative *‘call’* on the stock and 348% of market, and that tehmaa will 
odend credit against the put In an amount c^ual to )00% of the put price. 

Our furthor understanding i$ that the fraDSBcUon iovolvo the fotfowing cndtles and Bhaces: 


West Catroli 
Moorehousc 
lUchland 
liuic Woody 
Roaring Fork 


100,000 

100.000 

150,000 

150,000 


Total 


700.000 


KtMwiickC^jntal • SOGOKerOi C(^tUA)£xpics$\%'fiy« Suita DOC •LB-Jl •Dallas. Texas 75206-1895 




2148518311 


P.001 
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SeparateJy, I undetsland that Kasi Csrroll, wbiohe no longer pan of the mista, twll be irenaaoting 
fcr 200 OOO vhsTOD. 

Shaii Robertson and I both disprove c^this proposed transacik» and recommend it to die 
tmsioos. Shari, is corrcmly not evailaUe to ^go, iWs memorandum, but 1 understand has 
previously conumirocated her i^prov^. 

I understand that the transactions are CKpacled to be funded in the v«ry near fiiture, perhaps as 
early as WedncKlay. 

Please give me a caii tomorrow (Tuesday) if you have any questions. 


Wychwood Trust Umhed 
P.S. to Keith’ 


Please accept this copy as a recoimDCndation and approval fbr Bast CanoU to enter into the above 
dcscribod transaction for 200,0(K) ^ares. 




M!i>'RrlcfeCBp]liU*a0SCiN0rttiCauraIExprcssu'ay »5uii9 UOD* LB-31 • Dallas, Texas 


34-^HR-iS0S 15; fS 


2WB9ia311 


p.eas 
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01/10/Q9 FAX 


.= Redacted by the Permanent 

on InvestigationL 


FACSIMILE COVER PAGE 

XO: Ken Jones From: Mic helle Bouch er 

COMPANY: IFG Int ernational Fax: 345^|||BM 

YAX: 011>44-^BBHm^ Tel: 345-*il^^» 

DATE: Januaiy 19^1999 


cc: 


We are transmittiag ^ 
with the Qransmission. 




Ian Plummer @ \ 


1 0il-44>1624-677-^ 


page(8). Please contact die undemgned if there is a problem 


Dear Ken, 

Re: Moberly Limited 

Further to my fax of January 17*, 1999, 1 now confirm that flie protectorate committee 
j^commends tl^ exercise of 400,000 Sterling Commerce Options and the sale of 300,000 
stores to Oreenbiiar Limited, and the sale of 100,000 shares to Sarnia Limited, as 
described in the Jaimaiy 17*, 1999 fax. 

It is my understandii^ that Sterling Commerce’s legal counsel has approved the exercise 
of the initial 300,000 options, and it is recommended that you proceed immediat^y with 
the exercise of these options and the sale to Cfreonbriar. 

Approval for ihe remaining 100,000 option should follow tomoxrow or Thursday, so it is 
recommended that you initiate dae process for this additional exeicise and sale to Samia 
at your earUe'^ convemence. 

The legal contact at Sterling Commerce is A1 Hoover 614-'|pm^or his colleague, 
Dennis Byrnes 614-^|[||m|^ 

Provided you intend to proceed with this recommendation, I suggest that you contact Lou 
Schaufele at Lehman Brothers in the morning, if you require any additional information 
from me, please do not hesitate to call. 


Thanks and kind regards, 



Permanent Subcommittee on Investigations 
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— — - Redacted by the Pemiatient 
Subcommitte e on IiiveaiMti„„, 



The protectors recomrrsend that you make arrangements for a further exercise 
and sale of another tranche of 200,000 options with the sair.e price 
parameters of S30 or better and maintain the same pro-rata split between 
Yurta Faf and Dortmund. 

Any questions, please call. 

Michelle 


Permanent Subcommittee op Investigatioinis 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Shari Robertson 

Thursday, October 25, 2001 8:20 PM 

fwebb@^||||m[[|[|^^ 

mboucher@JHH[ Keeley Hennington 
Quayle 


1 - =. Redacted by the Permanent 

SubcomnntteemUtwesti^^io^ 


Recommendation to sell JOCMOT stoe^of Michaek at hopefully $55. $52 or 
better is acceptable. Would recommend selling the shares thru Lou at Lehman's 


»:i;»»»»!(g»*»»*»*»!>!******* ************ ***** ***** *** ********************** *****»*=}=»:» 

The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipients) named above. This message 
may be an attorney -client communication and as such is privileged and 
confidential. If the reader of this message is not the intended lecipi^t or 
an agent msponsibie for delivering it to the intended necifaent, you are 
hereby notified that you have received this document in error and that any 
review, dissemination, distribution, or copying if this message is strictly 
prohibited. If you have received this communication in error, please notify us 
immediately by e-mail, and delete the original message. 

***^:4:******:»!******S:************»*»******»**«*»*****y*****»****:»:*************>|:#it!* 

— Forwarded by Shari Robertson/Maverick on 10/25/01 07: 1 8 PM — 


Keeley Hennington®! 


10/25/01 05:43 PM 


To: Shari Rohertso 
cc: 


Subject: 


Just in case you do not get my voice mail - the request should go to francis 
webb at fwebb@!imm[^ 

Thanks 


The preceding e-mail message (including any attachments) contains information 
that may be confidential, or constitute non-public infoimadon. It is intended 
to be conveyed only to the designated recipients). If you are not an intended 
recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or 
reproduction of this message by unintended recipients is not authorized and may 
be unlawful. 
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- = Redacted by the Permanent 
Subcommittee on Investigations 


EvanWyly 

04/26/2000 08:34 AM 


To: Sam_Wyty(§^^Hm| 
cc: 

Subject; Re; Michaels Shares 


More info: 

WylWf'Aav'OfioK^ji'^ 04/26/00-3 G . 3 0 /tf f i 



U4/2(>/UU 09:2b"AWr" 


To; evanwyfy 
cc: 


I did confirm with the trustees this morning, and they are proceeding on the 
offshore options, selling at $40 or better. 

Offshore we have the following: 

Yurta Faf 

292,800 options with August expiration 
Dortmund 

57,200 options with August expiration 

There are a lot of options held domestically with July expiration 
These are the quantities based on February financials, I don't think there 
has been any changes, but will check with Elaine if you so need this info 
I had spoken with Elaine earlier, and I understand that she has asked if you 
want to exercise and sell any domestic options, but has not heard back from 
you. Apparently Charles is currently working on some of his domestic 
options, but not offshore. 


July 2000 expiration: 

SW 1,125, 000 

Cheryl 75,000 

Kelly 150,000 

Marmalade 150,000 


Michelle 


Original Message 

From: evan_wyly@maverlckcap.com <evan_wyly@maverlckcap.com> 

To: Michelle Boucher <mboucher6candw. ky> 

Date: Wednesday, April 26, 2000 11:13 AM 
Subject: Re: Michaels Shares 
> 

>What amounts remain to be sold? 

> 

>>Saro recommends that the trxistees exercise and sell the remainder of the 
>>Michaels options that expire this summer. Sell at S40 or better. 

>> 
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From: 

Evan Wyly 

Sent: 

Thursday, April 27, 2000 12:25 AM 

To: 

Michelle Boucher 

Cc: 

Sam Wyly; Shari Robertson 

Subject: 

Re: Michaels Stores 

Attach: 

attl.htm 


= Redacted by the Permanent 
Subcommittee on investigations 


nr^sTT^pok'e wtirSam7wfiolias'^l^wtK 
We do not recommend re-booking the 10,000 shares, but we do recommend canceling 
furth er sales by the Trustees. 

As you described, the order should be Evan, Kelly, Ch^l, Sam, Charles. 


"Michelle Boucher" 
04/26/00 07:03 PM 


To; evan tvyly, Sam 

cc; Shari ^(^^6^son/N|||l||||^^||^||||^ 
Subject: Re; Michaels 


Sorry, I have two more questions 

- Charles' fax also had some notes indicating that we are to sell 
domestic first and he has an order of: 

Evan, Kelly, Cheryl, Sam, Charles. There was a note that Donnie was finished 
selling domestically. Please confirm if this is how we should proceed? 

- 1 also just spoke with Lehmans, and they can rebook the 10,000 
Michaels that we did today for another account (in the domestic system) if we 
want. I need to let them kmow in the morning. 

Evan & Shari - the fax I'm referring to was copied to you too. 


Thanks 
Michelle 

Original Message-* 

From: Michelle Boucher < 

To; evan wyl^ 
sam_wyly(g(Bi 
Cc: shari_robertson@r? 

Date: Wednesday, April 26, 2000 7:52 PM 
Subject: Michaels Stores 


I received a fax from Charles tonight indicating that Sam has canceled his 
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request to exercise and sell the offshore options at $40 ot better - please 
confirm. 

As per the email I forwarded earlier, Lehmans (Kd get 10,(X)0 shares sold 
today - 1 assume we will keep this trade for Dortmund and Yurta Faf s account, 
just hold off on any further shares, until further notice?? 

Please let me know asap, so I can amend the recommendation with the 
Trustees as early as possible. 


Thanks, 

Michelle 


MAV010783 



3864 


From: 

Evan Wyly 

Sent: 

Friday, September 15, 2000 1:52 PM 

To: 

Michelle Voucher |||||||||||^^mm| 

Subject: 

Re: Fw: michaels sales offshore 

Attach: 

attl .htm 


. = Redacted by the Peraianent 
Subcommittee on Investigations_ 


OK 


09/15/00 12:39 PM 


To: evan wyly 
cc: Shari Robertson 
Subject: Fw: michaels sales offshore 


Copy fyj - 1 forgot to copy you initially. 

Michelle 

Original Message 

From: Michelle Bouc ha^ 

Shari_Robertson/HHMIIHHil^^lHHBBIimm 

Sent: Frida,y, September 15, 2000 12:11 PM 
Subject: michaels sales offshore 


I spoke to Sam today, he wants us to proceed with selling 200,000 Michaels 
Stores shares from offshore to aid in raising funds for Ranger/Precept projects. 

I would like to recommend selling 175,000 held by East Carroll, and 25,000 of 
the shares held by East Baton Rouge 

I confirmed with him that there is nothing going on with the company that 
should preclude us from being in the market at this time. He wants Lou to 
slowly acquire without impacting the market. 

Please confirm you are comfortable with me going forward to the Trustees. 
Michelle 

- attl.htm 
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From: 

Sent: 

To: 

Subject: 


Michelle Boucher 


= Redacted by the Permanent 
Subcommittee on Investigations 


Thureday, December 23, 1999 9:38 AM 

'charles.wyly@^|H^||pHHilVIBIHIiBV: ovan 
Shari Robertson 


michaels options 


Lou Schaufele called today, and if we want to liquidate US Government 
Agencies for CW entiti es - (Quavie Limite d ) for th e option e xercise then he 
would like to liquidate these today. 


He is afraid that if we wait until next week, we may (less than 10% chance) 
not be able to sell them as they are so close to maturity. If we do 
liquidate, the funds will sit on the money market account and will still 
earn something. 

Let me know how you feel about this - 1 need to get back with Lou today. 


Thanks! 
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wmmmmmm = Redacted by the Permanent 
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To: evanwyiy 
cc; 

Subject: RE: trustee meeting - 


Thanks Evan. I'll speak to Shan to obtain the protector’s recommendaCion and 
get I t started. 


Original Me s saqe^^— 

ev an_wy 1 

Sent: Monday, January 10, 2000 5:46 PM 
To: mboucher@|MMMM|| | 

Shari_Roofr?3o^^||||[|[|||||||||||0|VHWHHHIHHHil0 

Subject: RE: trustee meeting - Michaels 


I just spoke to Sam, and he recommends proceeding with the exercise and 
sale of the 512.50 Michaels options now. 


Michelle 

Boucher To: evan wyly 

<mboucher0can cc: 

dw,ky> Subject; RS; trustee meeting 

01/10/00 
02:48 PM 
Please 
respond to 
"mboucherScan 
dw . ky" 


When I spoke to Shari this morning, she thought that you and Sara were 
looking at an exercise and hold scenario for the Michaels options, and that 
1 should start looking for cash flow to fund the exercise of the offshore 
piece (likely redemptions from offshore fund investments - Maverick , Edin, 
Deerfield..) She also mentioned that because of domestic liquidity issues, 
that you might want to look at having offshore acquire the domestic 
options, and exercise and hold the stock offshore. I am swamped getting 
year end financial Information together for both Maverick and the Trusts, 
but was going to mention this to you with the intention that I'd put 
something together next week and we could discuss it while I'm in Dallas 
There is also a possibility of margining some of Che offshore piece 
instead of using all the cash. I can explore this with Lehmans if you 
Chink it's worthwhile. 


Original .Messa ge 

From: evan_wyIyi^mHP| 
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I — * = Redacted by the Permanent 
_ Subcommittee on Investigations 


Sent; Monday, January 10, 2000 3:54 PM 

To: 

Cc: 

Subi* 


That is all we will need for the meeting, thanks. 

Michaels canceled the road show. Trustees will want to exercise and sell 
before expiration in July. 


Michelle Boucher 
Sam_Wy ly ] 
ct: Re: trustee rr.eetino 


Michelle 

Boucher To: evan wyly 

cc: 

Subject: trustee meeting 


01/10/00 
02:18 PM 



I spoke briefly to Shari today, and it sounds like I might need some 
updating on what is happening with Michaels Stores. Also, besides balance 
sheets, is there anything else you and Sam need for Thursday's meeting with 
David Harris? 

Michelle 


Confidential 
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T.PH1V1AN BROTHERS 


To: 

From: 

Date: 

Re: 


SamWyiy 
Lou Schaufele 




August 22, 1995 

SSW Collar SSW stock @ $46 3/4 


BNT.— 

Long Put @ $32.57 
Short CaU @ $53.56 

Cost to roll put to $42 

Borrowability 

Net Boirowability 

CALL ALTERNATIVES 

1. Repurchase calls outright 

2. Roll call strike price to $70 


Appx. $3.55 
$9.43 

$9.43 -$3.55 = $5.88 

Appx. $9.50 
Appx. $535 


ytM'S 
laorroui 

r & 

iSW 

36 -» ‘/Z- 

id loorrohi ; } 



Sam, 

Call me when you have time to discuss. I did give these numbers to Shari, 
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DATE; October 4, 1995 



FROM: I-ou Schaufelc 

og. Budweiscr collar and SSW collar 
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3870 


DATE: May 13. 1996 

TO: SamWyly 

EvanWyly 

FROM: Lou Shaufele 

Sr. Vice President 

RE: SSW 


-i 


Position on Sterling Software: 


a. Collar^: 
Long: 
«-c. Long: 




. d. Long: 






1.671.000 shares - 

471 .000 shares F put @ 40* 

500.000 call options (strike @ 41) 

850.000 shares - options exercisable @ approx 45 (sold 150,000 shares @ 
approx. 74 % 


Dilemma: 

Obviously you could sell 1 ,82 1 ,000 shares (b, c, & d) which if sold at current levels 
would produce approximately$?^00,000 (net of option‘exercise)r‘If this-path is taken, 
then the result would be long 1,671,000 ^ares with a collar of 40/70. Youwillhave 
lowered exposure and raised cash but ^ill have lai^e maricet exposure on 1,671,000 
shares. An alternative could be to collar the 1,821,000 shares and use the proceeds from 
that to r^se the insurance on the 1, 671, OCK) shares. Assuming the stock is at $75, you 
could collar 1,821,000 shares at 60/90 and raise the protection on 1,671,000 from 40 to 
65 and receive $5,000,000 from Lehman. The result would be: 

1.671.000 collared at 65/70 

1.821.000 collared at 60/90 

By collaring the 1 ,82 1 ,000 shares, you have picked up $40,000,000 of protection on the 

1.671.000 shares and received $5,000,000 in premium. 1 believe that this solves the 
dilemma of price protection on SSW and related market risk. 
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SSWPROPOSAL 


Cost to raise puts on 1, 600, OOOo 65 



— n 

. 75 

72 



11. 2mm 

11.8mm 

12.6mm 





stock price: 

11 

75 

11 


60/90 3 year 

19.6mm 

i 6.7mm 

12.4min 


60/85 3 year 

23.1nim 

20.lmm 

lS.5mm 


65/90 3 year 

17.0mm 

13.9mm 

9.4mm 
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MEMORANDUM 


To; 

Charles Wyly 
Sam Wyly 

From: 

Lou Schaufele 


TJa te : 


-W-e-are-ofAe-opiflion-that-the-window-may-close-soon-on-some-methods 
of monetization for large shareholders of common stock. We think there 
is a likelihood that the areas affected would be the short vs. box tactic and 
equity swaps. Since you all are insiders, you must consider the swap 
alternative. 

One of the things we would need is the amendment of the registration 
statement to allow for hedging. 

OUTLINE 

“TT'CeBnian borrows stock in the open market (plenty available) 

2. Lehman shorts stock in the open market to establbh hedge 

3. Lehman would loan 95% of notional amount 

4. Client would pay to Lehman some small spread over LIBOR (around 
150 B.P.) on regular basis 

5. Obviously at some point we will need clients stock as collateral 

Swap can remain in tact for long periods of time thereby avoiding the tax 
impact. 


SUMMARY: 


Ppimanent Snbcommlttee on Investigations 

EXfflBIT#66-FN767 


CC 038779 



3874 


Given what we think could happen with the current budget from 
Congress (i.e. elimination of tax advantage of short vs. box and swaps) I 
think that it makes sense to have some of this in place in case. Basically 
the main difference in the swap vs. out ri^t sale is: 

Swap Sale 

95% of proceeds 100% of proceeds 

with a cost of funds but tax impact 

of approximately 1.5% 

tot-defe»ed-until 

closed out 


Also, see attachments. 


cc: Shari Robertson 
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October 6, 1 S92 


Memo to: Ronnie Buchanan and Russell Collislef 
From: Shari Robertson 


Sam and Charles wish to sell prh'ate company slock to the 

for eian corpo ratio ns. The s lock s are currendy wortl^noj 

-a- w Seie WvR y til-ee Si et HH e-t ftd Hert o wre- m have v al u e . Po 
you need lo know anything other than the company name, number 
ol shares and purchase price? 
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LEHMAN BROTHERS 

PRIVATE CLIENT SERVICES 

2500 TEXAS COMMERCE TOWER 
2200 ROSS AVENUE 
DALLAS, TEXAS 75201 
214-720-9470 
800-297-5705 - WATTS 
21 4-720^- 9 464- 


FROM: Lou Schaufele 

Virgil Harris 

# OF PAGES (not including cover)_ 


<? 


PU( 

. i crepir 




f h 




Tbc infonnstien ctmuined in this f#x lussage is intended only for tee petsonel end eonfidentiel i»e of tec desigBiied tBcijMCBB named 
above. If the reader of teu message ii not tee intended leciiHent or an ageM tesponsible for deliveriitf it te tee Intenited recipient yoo 
are he^y nmified teat you have teoeived this document m error, and that any review, diawMiiinBtion. disiributioB. or copying of this 
m#.reitgB is sBictly pToldl^ted. If you have received teis eommoaication in enor. ^ease notify us inunediaiely by teleptone and remm 
tlu: original message to u$ by mail. The information set forte herein was obtained bom souices which we believe reliable, but we do not 
guaniuee its iccuRtcy. Nulher the infoniiatioa,BOT any 0|rinionej({»essed constitutes a coliutatioa by us of tbeiwritease or ode of any 
secufibes or comnoditiet. Best effora have been made to reflect tee true values of these figures. However, due to the element f£ 
human error, the txaet accuracy cunoi be guaranteed. 
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LEHMAN BROTHERS 


To: Shari Robertson 

Mike French 


Date: January 2, 1996 


Re: SSWCoUars 


-IHs-my-understandingrhBt-with-riie price-increase-in SSW^the-Oftshore^nlitiesjyflH ld lUte . to 

step up the “insurance" and perhaps liquidate some stock in the near term. Cmiently in the 
Bulldog/Pilkin entities (inclusive of Maverick Entrepreneurs), there is 1.2MM shares collared at 
approximately $40.17f70 expiring 03/31/98. As a starting point, we would propose: 


1. 

500,000 shares 



New Put Strike 

$50 


New Call Strike 

$76 


New Expiration 

9/96 


Put price stays same, BUT cal! price adjusts down if stock falls below 55 (e.g., call price adjusts 
to $73 if stock falls to $52 ($55-$3). Call price cannot go below $55 even is stock fell below 
$35). 


2. 700,000 shares 

New Put Strike 
New Call Strike 
Same Expiration 


$55 

$76 fi- 
3/98 




The call would adjust like opdou No. 1. 


CONCLUSION: 

What this strategy does is gives you the flexibility (because of the shortened maturity) to 
liquidate some of your holdings in the near future. We have also increased the put to 50/55 
which if the market declines, gives you added protection. We have added the adjustment feature 
on the calls which is what allows us to step up the price of the put substantially. 

This is only a starting level and what I’ve done is tty to come up with a plan that gives you 
flexibility and added protection. Please let me know your thoughts. 
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LEHMAN BROTHERS 


-To: 

— MikelTench • 


Shari Robertson 

From: 

Lou Schaufele 


Sr. Vice President 

Date: 

August 20, 1996 




Recently, I asked New York to price for me what it would cost to repurchase the Michaels Stores 
calls that you are short. Because of our hedging, we would let you do this if we could change the 
puts you are long from American to European style (this is worth a lot of money to you). 

ANALYSIS 

Repurchase calls ($485,000) 

Conversion Amcr to Euro $1,075,000 

Net Credit S 590,000 

I actually think that the repurchase of the calls and the conversion of the put to European style 
should viewed positively in the marketplace. 

On another topic, Sterling Software. With the distribution of Sterling Commerce approaching, 
we have been doing some work on how you could restructure to have a more bullish view on 
Sterling Software POST distribution. Please give me a call to discuss. 


cc; SamWyly, 
Even Wyly 


LEHMAN BROTHBRSINa 


UOCIUMS AVENUE SUTTBUOO Tri 


Permanent Subco mmittfy on Investigations 

EXHIBIT #66 -FN 768 


;o«<an44 NATL 527 9057 


CC 039284 




3879 


Shari Rc^arison 
QI/n/1999 09:22 AM 


To; Midi^le Bawdier 
co; 

Sub}ect: SSW/SECdlar 


I have begun discussions with Lou to cdiapse Mie SSWSE collars. As I recall Greenbriar and Sarnia (! 
don't know the brealalown) sold 1 00,000 SE at $38, $40, & $42 for a totd of 300,000 shares. These 
entities are now short #>e delivery of these shares for the collapse of the collar. 


Moberly needs to exercise 300,000 shares of SE and sell the shares to Greenbriai/Sarnia prior to 2/9/98, 



Lou assures me tiiat Lehman's is short all of the stock within the arflars and as long as will collapse frie 
collar at least one day prior to 2J2 we can come to terms w) what foe sale price of the stock is and there 
will be no trading in the markeplace. 
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From: 

Sent: 

To: 

Subject 


Evan Wyly 

Wednesday, January 1 9, 2000 3:45 PM 

niboucher@|Him[mlimHI 

Re: FW; Executions MIKE option exercise 


, = Redacted by the Permanent 
Subcommittee on lovestigations 


What is the total sold at this point, and how much is remaining to be sold? 


Michelle Boucher <mboucher5 
01/19/00 02:03 PM 
Please respond to "mboucher@il 



evan wyly 


To: Sam Wyly/b 
cc: Shari Robertson/lij 
Subject: FW: Executions MIKE option exercise 


Lehman's has been cleared to start on the next 200,000 share block. 
Michelle 

— Original Message — 

From: Crittenden, Michele 

Sent: Wednesday, January 19, 2000 3:14 PM 

To: 'Ken Jones' 

Cc: 'Michelle Boucher' 

Subject: Executions MIKE option exercise 

Ken, 

We transacted the following today: 

Dortmund Sold 6,300 MIKE© 

30.125 
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.Mi... = Redacted by the Permanent 

Siihc ommittee on Investigations 

YurtaFafSold 46,200 MIKE @ 30.125 

We will continue to work 200,000 at $30 or better tomotrow. 

Thanks, 


Michele 

214-ai 


MAV010738 
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= Redacted by the Permanent 
Subcommitteeonjnvestigatio^ 


Shari Rcberteion To: nib(»JGher@||||||||^^^ 

03/Oa2000 0220PM gubjiS: CW 

Ready to start a fund in the Caym^ Islands Wants to seed wtti $5 million and call the fund First Dallas 
Fund, Ltd. First Dallas LLC vwli be tine investment manager (he thii^s Elainehaslhis formed) and you 
will need to have ^ investment management agreement drawn up He may want to purchase something 
in the next few days. If so, we'li pHjrchase in an iOM corp if FDL Is not formed and contribute the assets 
FDL only needs a brokerage account at Lehman's, it apparently wll only be making private invesfrnents 


WsT l ifiiklny 6tf;uot Tf c«| Eil n g-$-lo m ' i l l l lu» ' i lu uumi i imi w l i l i l n t he n ext 30 days; — 

He's realized that you priced SE at SSW price Would you e-mail him a new financial. 

He’s not ready to decide what he’s doingon SSW options Will let us know. He's think that it probably 
makes more sense to close out the swap plus some of ttie options rather than ail options Will get back to 
us. 


You mutual fund license only allows for 1 5 entities - correct? Think ^ need to figure out how to increase 
that pretty quickly. If Sam adds 2 and Charles adds 1 and Maverick's going to start a master/feeder 
commodities fund you could very shortly have five more funds Let me know how big an issue this is 
Should we consider a trust company for the family and one for the fund administration? 


The information OTntained in this e-mail message is intended only for the personal and confidential use of 
the redpient(s) named above. This message may be an attorney-client communication and as such is 
privileged and confidential. If the reader of this message is not the interxled recipient or an agent 
responsible for d^ivering it to the intended recipient, you are hereby notified that you have received this 
document in eiror and that any review, dissemination, distribution, or copying if this message is strictly 
prohibited. If you have received this communication In error, please notify us immediately by e-mail, and 
delete tiie original message. 
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From: 

Sent: 

To: 

Subject: 


Evan Wyly 

Thursday, July 27, 2000 2:08 PM 
Michelle Boucher j 
Re: Fw: MIKE options 


= Redacted by the Permanent 
Subcommittee on Investigations 


OK with me. 


"Michelle Boucher" < 
-07/ 27/00 1 .. 1: Q8 A M— 



To: Undisclosed.Recipients@^ 
cc: (bcc: Evan Wyly/Maverick) 
Subject; Fw: MI^ options 


Everyone, 

Please see attached communication from Lou Schaufele. I suggest tiiat we 
proceed on the timetable Lou has outlined, he appears very comfortable that 
they can get the exercises done on this schedule without any problems. 
Please let me know asap, if anyone disagrees! 

Michelle 


Original Message-- 

From; Schaufele, Louis J 
To: 'michelie bouchef <if' 

Cc: Crittenden, Michele <J 

Date: Thursday, July 27, 2000 UATWT 
Subject: MIKE options 



>As you are aware we have several entities that have MIKE options that are 
>expiring on August 28. I am having Michele send to the company copies of 
>the paperwork to make certain everything is in order. I feel that it is, 
but 

>in case not we have plenty of time to get any needed documents. Once we are 
>comfortable that we have everything, I would like to exercise on Thursday 
>the 24 of August. This would allow 2 business days were there to be a 
>problem. I can't even imagine any problem, given we will have the cash and 
>know the paperwork is in order. We also have maturities that come up for 
>Soulieana on the 24th, the other entities we will sell enough agencies to 
>cover the exercise. I think that Michele is working with Ken Jones in 
>getting the necessary letter for the loan from Greenbriar to YurtaFaf. 
>Michele mentioned to me that some of the lOM folks wanted to exercise 
>earlier, I really don't see the need to vary from the schedule above. I 
have 

>listed below numbers: 
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> 

> Shares Cost 

> 

> Dortmund 56,000 $ 700,000 

> 

> Quayle 350,000 $4,375,000 

> 

> Yurta Faf 284,000 $3,550,000 

> 

> Soulieana 100,000.$1,250,000- 


> 



MAV010801 
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On Friday May 10th, Lehmans confirmed a closing price on SCOT of $15.13 and booked 8ie sale of 
270,000 shares b^een IFG and Trident entities. The trustees at Trident are now able to sell Utese 
shares in the market. 


The stock has been seilkig between $14,75 and $15.75 for the past two weeks. The protectors are 
prepared to recommend that the trustees use Lou Schaufele to move the stock out in the market, at his 
discretion but at no less than $15 per share. The trustees will also ask Lou to keep an eye out for any 
opp»3rtunities for large block trades. The protector recommendation will go out overnight and trading 
should commence tomorrow. 

ru keep you updated on trading volume and pricing. 

Michelle 
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From; Keetey Hennington 

Sent: Thursday, October 04, 2001 5:23 AM 

To: Mary Cox 

Subject: Fw: Quayle 


Mary - Would you let Mr. Wyly Icnovf this. They got more shares sold yesterday than I 
thought - must have squeezed some in at the end. They will finish up the sales this 
morning. 


The preceding e-mali message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s; . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 10/04/01 06:32 AM 

“Michelle Boucher" 

10/03/01 07:39 PM 



To: <khennir.gtor\^^H 
cc : 

Subject: Fw: Quayle 


1 think you know this already. 

Original Message-- 

From: Schaufsie, Louis 
To: 'michelle boucher’ 

Date: Wednesday, October 03, 2001 4:19 PM 
Subject: Quayle 



>We sold 82, 500 -Michael Stores today for Quayle. 


>> 

~ .j, 

>> for the designated recipient. It should not be relied upon or 

>> regarded as an offer to sell or as a solicitation of an offer to buy 

>> any product, as an official confirmation, or statement of Lehman Brothers or Its 

affiliates. 

>> With respect to indicative values, no representation is made that any 
>> transaction can be effected at the values provided and the values 
provided 

>> are not necessarily the values carried on Lehman Brothers’ books and 
>> records. Lehman Brothers shall not be liable in any respect for the 


Confidential 

PermapentSconS^ SEC_ED00000660 

EXHIBIT #66 - FN 768 j 
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From: Schaufeie, Louis J 

Sent: Thursday, October 04, 2001 &:(% AM 

To: Cohen. Michael C 

Subject: stahjs 


i spoke VMth the family last night, they do understand that we wtii be collaring 20% more stock than Oevotimi would be 
purchasing. I talked thru the risk of not doing this simultaneously. Here, is a negative vi^ich they did not bring up but I bet 
Sam picks up on it. If Sam sells into the open market he must t»mpty w^th rules of an insider on selling versus he can 
cross it to Devotion, it means not as liquid and perhaps multiple fliing. I also understarui more why Sam \Aran't do the 
forward, wrfien we did die original collar on MIKE diere was a lot of negative ;^ess (front page NY times), what would be 
the best is if we could effect our hedge into the open market dien cross stock to Devotion as we get stock off on the US 
^de or elsewhere (meaning if it could happen in London that is ok). Where are we on paperwork? What I am wcMried 
about is that if we make this to complicated then Sam is Just going to sell. From a credit perspective I think that we could 
get Devotion to agree that if they do not get the forvrard done in X days we will raise die margin maintenance to 75%. i 
think Sam is going to want to get started selling his 5fi9k today. 

This ineseaQ« is for informatiutsl purposes c»ily and is intended onty for 8ia desigrtatad lac^xenL It should not be relied i 4 >or) or regarded as an offer to st^l ex' 
asaiiolicilatlanof anrrfferfobrtyany product, <*» endfidtd corfirmatirxi, or statement of Lehman Brothers or its affifiatos. With reject to indlcatlvo values, no 
rspresenlsiiori is made that any bwisaction be effected at Ute vsdues provided and tite walues provtried are rat necessarily the values curled on L^man 
Brothers' books find records. Lehman Brothers shall not bo li^e in any respect fer toe prautsion of tois information, its completeness Of Its acarracy. 
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From: 

Sent: 

To: 

Subject: 


Michelle Boucher ■ 

Wednesday, January 12. 2000 3:47 PM 
evan wyly; Sam Wyly; Shari Robertson 
FW: Executions 


BMMMH = Redacted by the Permanent 
Subcommittee on Investigations 


Also, as discussed with Shari today. We confirmed the total number of 
options remaining that we would like to go ahead with in 200,000 blocks. 
Since there were only 440K remaining to advise them of. This will allow 
them to streamline paperwork with Mark Beasely. 

Evan & Sam - 1 discussed the transactions with Elaine today and advised her 
that once we are finished, you may be interested in starting on some 
domestic options, or alternatively exploring the sale of them to offshore. 

I expect she will contact you on this shortly. 

Michelle 

— Original Message — 

From: Crittenden, Michele 

Sent: Wednesday, January 12. 2000 3:41 PM 

To: 'Ken Jones' 

Cc: 'Michelle Boucher' 

Subject: Executions 

Ken, 

We transacted the following today: 

Dortmund Sold 27,000 MIKE @ 31 .6389 ^ ^ ... 

-Tufta Faf SdfcFI 98,^)OOHMIKE @ 31:6389 

We will continue to work 200,000 at $30 or better tomorrow. - - 

Thanks, 


Michele 


Permaaent Subcommittee on InvesttgaHons 
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From: 

Sent: 

To: 

Subject 


We are only doing this fro^ offshore, but you should be aware. I've advised Shari as 
protector and she is or. board. I’ve also cleared it through McCafferty to ensure we 



We are buying 52 . 5M worth of 535 CA calls that expire on August 17th. 

Paying a premium of approx 7.29% which at the current trading price of 532.50 is 52.37 
per call. This is ail being done through Lou. I've picked Sarnia for the transaction 
and sent everything to IFG, It should get put together Monday am. everyone has my 
numbers to reach me if they need to. 

Hiohelle 


’‘Michelle Boucher* 

Friday, June 15 , 2001 3:0 2 PM 

<khennington@VHHP' 

fyi, transact’ion we are doing in the truste re:CA 



Confidential 
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SARNIA INVESTMENTS LIMITED 

Registered Office: 4 Finch Road; Douglas, isle of Mao 


Directors: 

S.M. Eppleston 
S.J. WiHis 


Please reply to: 
PO Box 257 
Douglas 
Isle of Man 


M^2LL_ 




To: Lehman Brothers 

Attn: Lou Schaufele 
From: Ian Plummer 


Date: 19 November, 1998 
Fax no: 001 214 720 9464 
No of Pages: 1 


Dear Mr Schaufele 


Please accept this fax as your instruction to sell 113,074 shares of Sterling Commerce 
(SE). In the event that the stock Is called away at $27.75 (call price) please purchase 
the options from one of the other trusts to cover the call. Please sell the stock at tiie 
market and do not exceed sales on a daily basis of 20% of the voiurne. 


Should you have any queries regarding this request please do not hesitate to contact 
the undersigned. 


Yours sincerely 
For and on behalf of 



I Permanent Subcommittee on Investigations 
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From: 

Michelle Boucher 

Sent; 

Friday, October 8, 1999 2:32 PM 

To; 

Shari Robertson; evan wyly; Sam Wyly 

Subject: 

FVvh SSW 


, = Redacted by the Peimanent 

cheenroittee ov teveaieations. 


fyi 

Lehmans has started the transaction 


-Oiiginal Message- 
.. From: Schauf ele. L ouis J [ 


To; 'michelle toucher' 
Subject: SSW 


We have started, we will be crossing the stock purchased by Moberely and Quayle 
into the swap. 


Permanent Sybcominittee OP Investigatioas 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From; Crittenden. Micttele 

Sent Tuesday, September 04, 2001 8:28 

To; 'Michelle Boucher* 

Subject: MIKE 


CTOoa mornifiy, _ _ , i_ j 

I have -received instructionsthis mornif^-tosell 258333-MIlCEfM* Sarnia inadditionto the MIKE-we_pe-QreQdy 

selling for Quoyle. Do we complete G^joyle first or do we ^fit «^at wc do today? Just let me know how yew would 
like me to handle. 

-;-trz=_z:r:i — — t-t z: 


-Miehete-Srittenden — 


214- 


Permanent Sabcommittee on Investigations 
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Six Page Tax 

Attn: Shari Robertson, sterling Software Inc 

From: Russell Collister 

12th May 1992 

-igf=thgr~t2th-4tf ayT W g=~sfeal4:^^^^ogw^R^ 
the— hard— copy— of-- the— betters- which— accompany— this— fax- to- 
yourself at sterling Software. 

2. We have received two notices of beneficial ownership of 
stock in sterling Software from Albert Hoover regarding The 
Bulldog and The Pitkin Non-Grantor Trusts. Please let us 
know which box we should tick and what narrative, if any, we 
should insert below the boxes. 

3. We have received a report from Lou Schaufele notifying us 
that he has sold lOOOO shares in Miohaal stores at $21.50 
net for the account of Tensas Limited 

4 . To subscribe to The Financial Times you should contact 
their New York office. The address is 14 East 60th Street, 
New York 10022. 

5. Please ask the committee of protectors who we should 
appoint as proxy for the Michael Stores annual general 
meeting. 


Regards, 


Russell Collister 


I Permanent Subcommittee on Investigations 

__EJanBIT#66JFN778_^ 
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The Wyly accounts have appx. 2tnni shares collared and I believe these 
shares are held in street name with Lehman Brothers Finance {verified 


Amy Browning at the Wylya called in a panic about who was si^jposed to 
vote those shares - Lehman or them themselves. They have not gotten 
any proxy card on any of the accoxmts that own them and they are very 
concerned about voting their shares. 


I talked to the proxy dept., but since the shares are not in TMS, they 
have no records. 


Rich is investigating, but since the Wylys are a little nervous, 

1 thought I better get you involved. 


Suzanne ^ t ( .\\ f 

(O a.i, ' 

r9 

ri to ^ 


„ <310 -■30?,'^'^ 

vy l 
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ll.-'03 9«> 12:50 ©01824 824469 


@001/003 


D. A. Harris. ■£;h..i i:.vi:\..i!vcOffiks-f 

N-rji GtincrrAx' i:S. 

P. P. P. Cardncr-Bouj^ard 
R. C- Hay<5. h.c.v Uriihj 


IFG International 

I fFt: Inirrn^itoRal Hd. iiH^MpoMivd hi iK? I:>>c nt Man Nn. Tr7i) 

ln£crtuUi>»al Cotpomc and Tauic 
Considiants. ^md Martsigerf 


!U-al«i.:rtd omcc: 
InunutinnAt >t»usc 

dii'lIc'HJIlrvicKrria’RtjHil 

Uk of .Vian 
British Ijlc« 

IVll 4RB 


~RtiPmi;i: 1ut|i:;^-u>ik-.»>l,i>ihrptiiciTuiiiinji 
Csult: ucvi-b^itt^r^int .-vr ' 


* * * FACSIMILE transmission * * * 


The infonnatioa coatained ift this fox is cewri jcftOat and/of prtvii.^ad- Tit* {« (...^ ^.^..,1 

reaO only by u>e persoti named helow. tfihc rciulcr of this foN b not »he iotorried rveipiem or 
a rcprcscniativc of the inieoded recipient you are hereby AOiiScd ihirt any Kview. dbxm/tiajion 
or o^yj'ng of this fiK >s prohibited. If you Imve tioi rvedved all tiw potses or have nctavfd this fas 
in error, please nwiftr the sender by teliyhonc and rciurn Ibis fax to Ac Kcmlcr u Ihc abp*e 


Page 1 of ^ (Total Sertl) 


“IT 

Dote: 1 lib September, 1098, 


Pax Mo: 001 214 720 9464 
Operator Kef: JMST I DISB 


LOU SCHAUFELE 
LEHMAN BROTHERS 


IFO INTERNATIONAL LIMITED 
KJ/SLD/LEHM-FJ 



ED AjSf> l EAST Carroll LiMiren 

As requested in the fax received overnight from your ofSce. pkasc find herewith duly si^ed 
proxies in respect of the forthcoming meeting of Michaels Stores Inc. 

It was also requested that the same be copied to Mark Ashbuiy but I do not recognise that . 
nor fax number quoted. Can you please clarify? 

Can you ^so please let me know whether the original signed documents arc required to be sent 
'Jirough cither to yourself or direct to Michaels Stores? ' 

I sJiould mention that I am away from the otBce on vacation after today. In my absence could 
you please address any communications in the fir« instance to either Nigel Carter or David 
Harris? ' 


Kind regards. 



Manager. 


•» • :r,vsar.,T uf tKr IR; (.Irs'up isf«- 
«*,F ihx: :*•••» 


I Permaneiit Suixammittec on lavestigadwis 
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\ ' Executive Off 
Mark Beasley 


ors or Mi< 


MORANDUM 


Executive Officers and Directors of Michads Stores, Inc, 




/ / 

. r 


. Re;, . 


Reporting Obligations and Liab il lti^ Un der Se oio n 16 of the S ecu rities Exchjuige Act of 1934 


October 4, 1996 






Th e p ur pos e of-thls-Memoraadum is to brtefiy-r 


the Company their individual Section 16 responsibilities. It is the current intention of the Company to 
implement a compliance program to better assist its executive officers and directors with their Section 16 
reporting obligations. Nonetheless, it is extremely important for each insider to understand the Section 16 rules 
since tise ultimate responsibility and liability in this area is on the reporting insider, not the Company. 


Section 16 applies to directors and executive officers of the Company and to any person owning 
more than ten percent of any registered class of the Company’s equity securities. Section 16 is intended to deter 
such "insiders" from misusing inside mformation about their companies for personal trading gain. The general 
effect of Section 16 is to restrict the trading activities of insiders with respect to the securities of their companies 
by requiring public disclosure under Section 16<a> of their trades, permitting the recovery under Section 16(b) of 
any profits realized by them on certain transactions, and prohibiting them under Section 16(c) from engaging in 
short sales. The methods employed by Section 16(a) and (b) are separately discussed below. 


A. Section 16 ( 3 ) 

1 . Wio must file. All insiders of an issuer that has a class of equity securities registered under 
Section 12 of the Act, and all beneficial owners of more than 10% of a class of equity securities 
so registered, must report the extent of «uid any changes In their ownership of the issuer’s equi^ 
securities (including those of certain family members and affiliated business entities). All 
holdings of equity securities of such an issuer must be reported. Debt securities need not be 
reported unless they are convertible into equity. 

2. Reporting farms. 

a. Form 3. An Initial Statement of Beneficial Ownership must be filed by all executive 
officers, directors and 10% beneficial owners within 10 days after becoming a reporting 
person. Insiders must timely file a Form 3 even tf they do not own any of the issuer’s 
equity securities. 

b. Form 4. A Statement of Changes in Beneficial Ownership must be filed by all reporting 
persons within 10 days after the end of each calendar month in which there has been a 
change In beneficial ownership. Hereafter, you wiH be sent a monthly Section 
Transaction Reporting Sheet near the end of every month to assist you in keeping 
track of your transactions in an effort to avoid the misreporting or non-reporting of 
transactions. 


c. 


DLMAIN02 Doc: 207629_2 


Form 5. Anyone who was a reporting person at any time during the issuer’s previous 
fiscal year must file an Annual Statement of Beneficial Ownership within 45 days after 
the end of that fiscal year. Forth 5 discloses any transactions exempt from Section 16(b) 
short-swing profit recovery and any transactions that were required to be reported during 
the preceding year but were not reported. No Form 5 need be filed, however, if the 
reporting person is current on all previously required Section 16 reports. You will 
receive a letter after the fiscal year end listing all reported transactions during the 
past fiscal year to review to ensure that you have complied with all Section 16 
reporting requirements. 


MSNY 003551 


Permanept Subcommittee on Investtgations 
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3. Where to file. Each of the above reports must be filed with the Securities and Exchange 
Commissioo at its headquarters in Washington, D,C., with any national securities exchange on 
which any equity security of the issuer U listed avd with the issuer. 

4. Timely filing of Section 16 reports. The SEC is increasing its emphasis on timely compliance 
with Section 16’s reporting requirements. Issuers are required to monitor filings and must 
disclose the names of all late reporting persons, as well as the number of late filings by such 

persons,. inJheir. annual proxy statement and Form 10-K. The Conxpany hopea tonvoid ihese 

embarrassmg and unnecessary disclosure. 

5. Tran sa ctions oc curring before becoming a repordngj>ersQn or after loss of reporting person 


a. Qjficers and directors. 

[. Generally, transactions occurring prior to a person becoming an officer or 
director are not subject to either Section 16(a) reporting requirements or 
Section 16(b) short-swing profit recovery. 

ii. Transactions after a person ceases to be an officer or director remain subject to 
Section 16 only if diey occur within six months of a reportable transaction that 
occurred while the person was an officer or director. 

b. Ten percent ben^cial owners. Section 16 applies only to those transactions occurring 

while a person is the beneficial owner of more than ten percent of a class of equity 

securities registered under Section 12 of the Act. 

6. Special Section 16(a) Reporting Concerns 

a. Stock Options and Derivative Securities 

I Functional equivalence to underlying securities. For Section 16 purposes, the 
acquisition of a derivative security, such as a stock option, warrant or a 
convertible debt instrument, is treated as the indirect acquisition of the underlying 
equity security, which triggers Section 16 obligations. The subsequent 
acquisition of the underlying securiiy by converting or exercising the derivative 
security is regarded as merely a change in the form of ownership of the 
underlying security (from indirect to direct ownership) and not as a separate 
transaction. However, there arc special rules beyond the scope of this 
memorandum which may exempt — or treat as non-exempt - the grant, 
extension, or repricing of options. 

b. Reporting Requirements. 

1. Acquisition of the derivative security, not Us exercise, triggers Section 16 

obligations. Generally, derivative securities are to be reported on Form 4 upon 
their grant or acquisition, regardless of when they are exercisable. Form 4 
contains a separate section on the backside thereof in which Information on 
derivative securities is to be reported. Reporting of exempt option grants can be 
deferred until the Form 5 filing; however, voluntary early reporting of such 
grants is strongly advised. 

ii. Exercise or conversion must be reported. The exercise or conversion of 
derivative securities must be reported on the next Form 4 or Form 5 filing 
required even though the exercise or conversion does not trigger Section 16(b) 


DLMAIN02 Doc: 207629 2 
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short-swing profit recov«y. Similarly, all dispositions of derivative securities 
(e.g., sales, cancellations or expirations) must be reported. 

c. Acquisitions in recapitalizatiora^ mergers, etc. In extraordinap' transactions, such as 
tender offers and mergers, or in recapitalizations or other similar transactions, such as 
stock splits. Section 16 reporting of the acquired or disposed of shares is generally 
required. __ ___ 


B. Section 16(b) 

recoverable by die issuer or, after demand to the Issuer, by any stockholder of the issuer on 
behalf of die issuer. Transactions are p^red to match Ae lowest purchase price and the highest 
sale price within a six-month period to calculate the maximum recoverable profit, The same 
shares or securities need not be involved in the purchase and the sale, and losses cannot be offset 
against gains. Because the acquisition of a derivative security is treated for Section 16 purposes 
as the acquisition of the underlying security, the ^qutsition of a derivative security can be 
matched against either a disposition of the derivative security or of the underlying security. 

2. Objective standard of liability. Recovery of short-swing profits may be made regardless of any 
intent by the reporting person to hold the securities for more than six months or to use Inside 
information. 

3. Special concerns. The terms "purchase" and "sale" are construed under Section 16(b) to cover a 
broad range of transactions, including acquisitions and dispositions in tender offers and certain 
corporate reorganizations. Moreover, purchases and sales by an insider may be matched with 
transactions by ^y person (such as certain femily members) whose securities are deemed to be 
beneficially owned by the Insider. Since purchases and sales are generally required to be 
reported on a monthly basis on a Form 4, the detection of short-swing trading violations is 
relatively easy. 

As this memorandum illustrates, Section 16 is a highly complex, technical area, the violations of 
which can have serious consequences to both the insider and the Company. Because of this., any transaction in 
Company securities should be pre-cleared with me. Additionally, it is advisable to always use a knowledgeable 
broker (who should be aware of Section 16 issues and liabilities) when effecting tr^actions in Company slock. 
Finally, please promptly respond to ail reminders and odier materials periodically distributed to insiders as part 
of the CompMy’s Section 16 compliance program, and do not hesitate to contact me should you have any 
questions regarding Section 16. 


' 3 - 
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O3/O7/20Q5 ld:lS 9724B9)6<J5 M10«£LS L€SAL PAGE 03/10 



DATE: Moy) 1,2005 

RE: General Gutdelmes Re£nrdmg Trensactiotts in Miebaeis Slock 


Altacbcd for your information arc iwo document wliich we recirculate periodically. Tlie 
fust document is a short summary of general guidelines rcgardlttg transactions in Michoela stock- 
Nole that this summary only bi(^t^it5, in gencial leuiis. ceiiuin broad principles to be 
considered when contemplating a tmnssetion in Michaels stock, and does not address the 
complexities of federal securities law or the specific piovisions of our various benefit plans. 
Also anached is a more detailed memorandum regarding federal securities law and its 
iiiij^Kcaiioiis for you as a Gompany insidet. 

The most iniporfat4T point iti iJiae mafcriols — H'tilch / cannot ctnphaaite too 
stionsly is that you aum not engage in any fransactintt involving Michaels securities 
(inclmiing //priuo/»vtf svcitriliet siicli us stock options) without obtaining liaaranee two days in 
advance oj the iratisoction from nte, Mark Beasley or o//icr designated legal counsel for the 
Cainpany. 

Please cni! mo ifyoii liavv uny questions. 

PLEASE SIGN. DATE AND RETURN THE ATTACHED COMPLIANCE FORM 
ACKNOVVLEDGING YOUR RECEIPT ,\ND UNDERSTANDING OP THESE 
MATERTAI-S. 


OVV 

Attachments 



0000 DCNT DRANCH ORiVE • IRVING, TEXAS 7S063 
072-409*1000 
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09/07/2085 14:15 9724e916-lS 


MIOl^S LEGAL 


PAGE 03/ IB 


PISTRinUTFON ; 

Charles J. Wyly. Jr. 
Sam Wyly 
R. Michael Rouleau 

Jeffigy Bo yer 

Ed Sadler 
Greg Sandfoil 


k;v ca«kVAMUSt'SKUi4!>TTi><ni IS i' C—Tii— a femat 


2 
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09/07/2885 10:15 972«3091Sa5 


HICKAO-S L£€AL 


PAGE 04/ia 


GENERAL GUIDELINES REGARDING 



oiljcrs); 


• sell sudi securitic.^ Rhnn; 

• purcliase and lUcn scU such securities at a higher price — or sell and then 
purchase si>d< securities at a lourer price — within a six-month period (except for 
routine purchases under the 'lOUk) Plan or the Employees Stock Punibasc Plan). 
Your purchases and sales may be ntalclied with transactions by any person (such 
as, but nut limited to. certain family members or family trusts or partnersbips) 
whose securities arc deemed to be beneficially owned by you; 

• puichase or sell such securities outside the tentative coding windows based on our 
financial disclosure schedule (see altochcd cakiidar). except for routine pmcbascs 
UJidcf the 401(lc) Plan or the Employees Stock Purchase Plan. Please note that 
these windows aic subjeci to revision from lime to time, for instance, in the event 
of a change in oiir finoncial reporting schedule or as a result of developments in 
our business or the execution of Company stock rcpwchase programc; if this 
occurs, you will be notified. Keep to mind, however, that trading windows are 
not “safe harbors.*' Even when you arc in a (ratling wiudow, you may not 
trade in Company stock ~ intriucllng engaging in cashless option exercises 
— if you nrc (lion in possession of raatorjal uon- public informa tloii; 

• purchase, sell or otherwise acquire or transfer such securities (including lluough 
the exercise of options) during a pension fund blackout period under the 40l(k) 
Plan, if you acquired such securities in connection with your service or 
employment ss a dircctoi or executive officer of the Company (except for routine 
purchases uivdcr the 401(lc) Plan or the Employees Stock I^rch&se Plan); or 

• Allow a trade in such securities to be executed pursuant to n sionding limit order 
during any period in which you are precluded from trading, even if that limit 
order was previously placed si 3 time when you were not prohibited from trading. 

To protect all parries, you must prc*cleai each transaction two days iii advance with Gabc 
Vazquez, Maik Bensiey or other desiguated legal coussc) for the Company, (exce(X for 
routine purchases under the <101 (k) Plan or the Employees Slock Purchase Plan) You 
must communtcate directly vrith Gabc Vazquez, Mark Beasley or other designated legal 
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counsel foi the Company; an unconfamed fax, voice mail message or e-mail message 
will not icsuU ill prc-clcaraiKe of the tninsaction. In addition, you or your btokcr must 
immediately notiiy Gate Vazquez, M«k Beasley ot other designated legal counsel for 
the Company of the execution of swdi pxc-clcarwi transactions; again, an unconfimicd 
fax, voice mail message or e-mail message is not sufftcicnl confirmation. 


Your sales must be (i) pursiiaot to the ifcliwiy of a Prospectus and a Prospectus 
Supplcmei.it or (ii) exempt from Securities registration requiremenu. 


most fiUngs, you must ketq> an oclive power of attorney on file with the Company. 


Stock Options 


• You exercise an option at any lime (except during a pension fund blockout period); 
however, the sale of the uadcrljnng shores (even tn a "casliJcss exercise”) is a separate 
tronsQCiion subject to restrictions as set forth above and ntust be pro-cicaied two days in 
advance of execution witit Gabe Vazquez. Mark Beasley or other designated legal 
counsel tbrihc Company, 

• To exercise sn option, contain Derek Sltain (Q72'<t09-7473). 

4mfkl IMtm 

• You cag participate in the Michaels stock fund; however, sales of shares acquired under 
the 40l(k) Plan ate subject to rostrictions as set forth above and must be pre-cleareJ two 
clays in advance of tlic transaction with Gabe Vazquez, Mark Beasley or oihei designated 
legal counsel for the Company. 

• Without prc-clearance from Gabe Vazquez. Mark Beasley or other designated legal 
counsel for the Company, you cannot : 

• transfer an existing account balance into or out of the Michaels slock fund; 

• receive a loan agoinst your account balance; or 

• withdraw funds while you remain an employee. 

Emninvees Slock Purchase Plan 

You cjjn puichase Michaels stock through the Employees Stock Piuchese Plan (including 
by means of lump sum cash purcliascs as pcmulied by the plan if you then bold the shares so 
acquired for at least six months); however, sales of shares acquired under the plan are subiecl to 
rcGlriotions as set forth above and must be prc*clcatej two days in advance of the transcelion 
with Gabe Vazquez, Mark Beasley or other dcsigoated legal counsel for tho Company. 


n^i4ll^vuolnMtOC«lT<•r‘^'U d.ilriwM.-xiM u 
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Dividend Rclnvcstmen! and Stock Piircliftse Plap 

You saa purchase Michaels stock and reinvest cash dividends tluough the Dividend 
Rsinvestinent and Stock Purchase Plan; however, opdorol cosh purchases under the plan and 
sales of shares acquired under tiw plan arc subject to restrictions as set fonb above and must be 


desi^sted legal counsel for the Company. 
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MEMORANDUM 


TO: Disttibation 

DATE: May 11,2003 






The following is a general overview of certain federal seauriliea law issues relslbg (u the 
purchase and sale of Michaels equity securities and other compliance mMicre. Fedcrnl 
Icgislanon fUves the SEC and courts very substantial powers in sanctioning anti imposing 
penalties for violaiions of the federal securities laws. 

In li^it of the iinpoilaiicc of preserving the Company's tepotatioo for maintniuing the 
highest legal and ethical suiudards os well as the detrimental impact on >-ou of any failures to 
comply with applicahle taw, it is imperative titat all e.<ti:cutivc officers fully understand their 
tesponsibilities for complying with the rolovant federal securities laws. 

I. SECnON 16 ISSUES. 

A. General. 

Section 16 of the Securities Exchange Act of 19)4 (the "1934 Ad") applies to directors 
and executive officers of the Comparty and to any person owning mure than 10% of any 
registered class of Michaels equity securities such as our common stock ("Insidcis*'). 
Section 16 is intended to deter Insiders from misusing inside inroimotion about their 
companies for personal trading gain. The general effect of Section 16 is to restrict the 
trading activities ol* Insiders with respect to the securities of their companies by requiring 
public disr.lasiire inidcr Section 16(a) of their trades, pcrmiunig the recovery under 
Section }C(b} of wy profits realized by them on cenaiu transactions, snd piobibiling 
them under Section 1 6(c) from esgagiog iit short sales. 

D. Section lOfa); Filitig Reports. 

1 . Wtomusifih. All Insiders must report ilw extent of. and most ebanges in, 
their ownership of Michaels equity securitic.c (including (hose of certain 
family members and affiliated entities). All holdings of equity securities 
of the Company, including stock opvioiis and othet "derivative securities," 
muse be reported. Debt securities need not be reported unless they .ire 
convertible into equity scctnitics. 


WAUg8ftVAr{Jue2*SCCM:oniyjiiy QuiecItngWimian l60<rKcnU}.4))r<d2tcclj>v M«n]ed>v 
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2. Reportingforavt. 

jL Form 3. An Initial Statement of Beneficial Ownership must be 
filed by all btsideis within 10 days afict becoming a reporting 
person- Insiders must timely file a Form 3 even if titey do not own 
any Michaels equity securities. 

b. Form 4. A Swtement of Changes m Beneficial Osvnership must be 
filed by all nqiorting persons within two business days afiei there 
has been a cliangc in beneftcia! ownership (with certain minor 
exceptionsX 'Hris two business doy deadline for filing a Form 4 
applies even if tlie Insider has not yet filed a Form 3. 

c Foim 3. Anyone wlui was an Insider at any time during the 
Company's previous fis^l year must file on Annual Statement of 
Beneficial Ownership within 45 days after the cod of that fiscal 
year. Form 5 discloses any traosactions that occurred during Uic 
previous fiscal year and were not pteviously reported either 
because they were exempt from Section 16(b) short-swing profit 
recovery (discussed ia Paragraph I.C below) or because they 
almply were not redoned even though they .ihnuld have been. No 
Form 5 need be fil^, however, if you me current in your reporting 
of ail previous transactions or if the unreported transactions 
amaisted solely ol* routine acquisiliutis under the Company's 
4(lt(k) Plan or Employees Stock Purchase Plan oi reinvestment of 
dividends under thciCouipany's Dividend Reinvestment luiU Stock 
Purchase Plan (see- Pora^aphs I.B.d.c.i, I.B.d.c.ii and I B.d c.iii 
below). You will receive a letter after the fiscal ycar-ciid iistiiig 
all rcpurU’ii trausKctions during the past Oscat year to review 
to ensure that youiliavc eempIScd with all Section 16 reporting 
requirements. 

3. Proporatioii and ftlitxg of forms. Although the ultimate responsibility to 
file Forms 3, 4 and 5 rests \vlth the Insiders, 1 will assist you by filing 
them on your behalf. ln;oider to meet the filing deadlines, the SEC 
requires that each form 1m filed via HOGAR, tbe SBC’s electronic 
reporting system. 1 will refiun one vriguiul rnauuaJly sifped copy (Signed 
by someone to whom you have given a power of eltomcy) of each fonu 
filed on your bcbtilf in iha Compniiy’s leeuiJs for five years after tiie 
filing of the form with tbe s|eC. 



4. Timely fling of Section /S roporis. The SEC places a great deal of 

emphasis on timely compliince with Section 16's reporting xequiiemcots. 




persons, in their nrtnual prdxy statements and/or nnnuiil reports on Form 

NSLe$>^VA2QUE7U«1iOC^capMly Si.ipI C KM.4kvt;SKtfttn l« 5«t M«m« 4 k 
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U>-K The CnmpAny luapes lo awoitJ these enibatrassing and unnecessary 
tiisciasurca. 

5. Transactions occurring before becomUi'g an Insider or tj^lcr loss of Imider 

status. 


a. Executive oncers and directors. 

GenetaHy, tttuisaclions occurring prior lo a person 
becoming an executive officer or director arc not subject to 
either Seaton 16(a) reporting requiromoats or Section 
16(b) Short'S wing profit recovery- 

ii. Transactions after a person ceases tu be an executive 
officer or director remain subject to Section J 6 only if they 
occur within six months after an “opposite way” transaction 
that occiincd while the person was an executive officer or 
director. 

b. Ten pereent ben(^c/ai owners. Section 16 applies only to those 
transactions occurring while u person is tlio beneficio] owner of 
more tlian tco percent of a class of equity securities registered 
under Section 12 of the 1934 Act. 

6 Special Section /S(dJ reporting coricc/w. 
a Slock opiioiu. 

i. Functional cqnlvaJence to undcr/ying stock. For Section 16 
purposes, the giant or acquisition of a stock option is 
treated as the Indirect acquisition of tlte underlying stock, 
which triggers Section 16 obligations. Tlie subsequent 
acquisition of the underlying stock by exercising the stock 
option (as distinguished from sale, of the stock upuii 
exercise) is regarded os merely a change in the form cf 
ownership of the underlying stock (from indirect to direct 
ownership) and not os n separate transaction. 

jj. Grant of Stock option triggers Section 16 obHgations. 
Although grants under the Company’s current stock option 
plaus urv intended to be struciiiTcd so as to bo exempt from 
Section 16(b) shon-swtng profit liability, stock options 
must be icpoited OD Form 4 witlrin ttvo business days after 
their srant (rcg ordlcsa of when they ate exercisable). 

stock options docs not trigger Section 16(b) ahort-swing 

N:tUs«nvA.igUCZVSI:OCaRi|i*n}- Sleek OuiSelmc^t&tclan 16 OflitmVr OJIl'cd Set Lew .'.Icrno i)ix 



STRIGTLy CONFIDENTIAL - NOT FOR ClRCULATtON/SUBCOMMtTTEE MEMBERS AND STW'F ONLY 


B 00019928 



3919 


09/07/2005 14:15 972409154S MIOtfELS LEGAL 


profit linbili^. However, since option exercise informalion 
is of uQtercst to tbo investing pubfic, the rules require that 
the execdse stock option must be cuueiHly rqiortcd on 
Form '4. Most dispositions of stock options (a g , transfers) 
mud be rqiorted, as well. 

iv. Sale ef shares i* nof exet7tpt. The sale of shares acquired 
upon Uic exercise of an option is not exempt from Section 
16(b) iiabiU^ and must be reported on Form 4, even if the 
^nt of the qttion was exempt and even if the sale is part 
of an exercise transaction sttuctured os a “cashless 
exercise.” 

V. C/iange ui icnttt. A change in ibe terms of on outstanding 
c^iion (such as a lepiiciog or extension of the term) wiit be 
deemed the concdlaiion of the old option and the grant of o 
!>ew option, unless (be citange does oot affect any material 
term of the option (generally, acceleration of Ycsting or the 
removal of restrictions on trsnsferabtiity is not considered a 
material change for Ibese purposes). Thus, a change in 
terms may ctentc a reporting obligation under Section 16(a) 
and may have serious liability implications under Section 
16(b) (there is also a disconcerting lack of guidance ftom 
(ha SEC os to how any such liability is to be measured). 

b. Other derivative securities. The Section 16 reporting and liability 
provisions Applicable to slock options arc likewise applicable to 
other derivative sccuripcs sucli as "market options” arrangements, 
convcfiiblc debt instruments {eg., convertible subordinated notes) 
or warrants- 

c AcQulsitlons under other Company plom. 

i. 401(k) Plan. Acquisitions of interests in Michaels equity 
securities arising irom routine contributions to the 
Company's 40J(k) Flan arc exempt from the liability 
provisions of Section 16(b) and exempt from reporting 
obligations (except that ibc number should be included in 
the “end of period holdings” column of the next oihetwisu 
required Form 4 oi Form 5). However, transfers of existing 
accounts (f.c., "old money”) either into or away from the 
Mtebaels stock fimd, or loans or imservice withdrawals, 
may constitute Section 16 "events’’ which must be loponcd 



prospective elections to cause future contributions, or a 


M.1l.<flthVAZQU6ZU!RC<C«npa«y &<ael< C«<«ldtiiwV5«li«A K’.OflktdVSesIftAScc Memo dec 
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iollover rontribudon, to bs invcsiod in Uic Michaels slock 
fund), to addition, transfcis of existing account balances 
into or away itom the Michaels stock fund arc subject to 
the relictions oo insider trading described in Paragraph m 
below. A distribution of cash ot stock fjxnn the plan in 
coniKclioo with your death, disability, retiienicnt or 
famination of «nploymcot is exempt from the liability 
provisions of Seaton i6(b} and need not be reported under 
ScetioD J6(a). However, the sale of sbwes acquired under 
the plan is not exempt from Section ! 6{b) liability and must 
be reponed within two business days on Fonn 4. 

it. Etnployeej Slodc l^urchase Flan. Routine acquisitions 
under the <k>mpaijy’5 Employees Stock Pujohasc Plan arc 
exempt from the liability pjovisious of Section 16(b) and 
exeinpi fiom reporting obligations (except tltat the numbei 
should be included in the “end of peiSod holdings" column 
of the next olherwise required Fomo 4 or Form 5). Lump 
sun» cash purchases under the plan must be rcporlcrt wlihin 
tvvo business days on Fo/m 4, and. unless die shares co 
acquired are then held for at least six months, such 
purchases may constitute Section 16 "cvciUs” which may 
be matched with other transactions for pmposcs of Section 
16(b) liability. (To prove that yon Imve held shares 
acquired in a lump sum cash purchase for oc least six 
months, it is strongly recommended that you obtain a stock 
ceniricatc rcpicscndng such shares, rather than holding 
them In “street** uainc ) llv: sale of shares acquired under 
the plan is not exempt from Section »6(b) liability and must 
be reported on Form 4. 

lit. Dlyndend Reinvestment and Stock Purchase Plan. 
Reinvestment of dividends under the Company’s Dividcud 
Rciovcstmciii and Stock T'urchase Plan ia exempt from tho 
liability provisions of Secrion 16(b) and exempt from 
repotting obligations (except that the mimbcr of shares so 
acquired should be included in the "cjid of period holdings’' 
column of the next otherwise required Form 4 or Form 5), 
All optional cosh purchases uadei the Dividend 
Reinvestment and Slock Purchase Pltm end sales of such 
shores so acquired must be reported within two business 
days on Form 4. Aii optional cash purchase or sale of such 
shares may be subject to Section 16(6) liability if sueh 
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C- Section 16(b); Disgorgcmcnl of Profifs. 

I Liability. Aiiy "profit^ realized by a icpotting person from a “purchase” 
and subsequent “sale*' (or "sale" and subsequent “purcliase") of ao equity 
security %vithin eny six-month pcatod is recoverable by the Company or. 
after demand to the Company, by any stockiioldcr on beheif of die 
Company. This liability cannot be waived by tbe Company. Troosactlons 
are paired to mateb the lowtst purchase price and the highest sals price 
within Q six-moadi period to calculate the maximum recoverable proQl. 
The stitne shares need not be invotvsd in tbe pureboae and the sale, and 
losses cannot be offset o^inst gains- Dccause the acquisition of a stock 
option is treated for Section Id putposes as the acquisition of tbe 
underlying stock, the acquisition of a stock option (except in an exempt 
it anaaction) can be inaicticd agalnsf either a disposition of the option itself 
or ofthe vndcriying stock or the disposition of other stock. 

2. Objective standard of liability. Recovery of shoit*swing profits may be 
made regardless of any imeoi by the reporting person to hold the securities 
for more than six months or any lack of intent to use inside infotmation - 

3. Special concerns. The terms "purchase” and “sale" arc construed under 
Section 16(b) to cover a broad range of irarrsactions, including 
acquisitioiXi and dispositions in tender offers and ccnaiii corporate 
rcorgonizaliom. Moreover, purchases and sales by act Insider may bu 
matched witii transactions by any person (such os. but not limited to, 
certain family members or family trusts or paitzicfsliips) whose securities 
arc deemed to be beneficially owned by the Insider. Since purchases one] 
sales are generally required to be reported within two business days after a 
transaction on Form 4, the detection of sbon-svvbtg Uadiiig violations is 
relatively cosy, and ceitaiii plaintiffs' firms monitor such filings closely. 

4. Interplay mth Section 16(a). Many Section 16(b) liability issues (eg., 
issues icl.tttng to certain of our benefit plans) arc addressed in the 
discussion of the Section IC(a) reporting requirements in Paragraph l.B 
above. 

I). Section 16(c); ProliibiUon of Short Sales. 


Section 16(c) prohibits any shotl sale or shott sale "against the box” of Michaels equity 
securities by ajiy insider (iiicludiog any fomcf Insider if such short sale occurs within six 
montiis after a non-exempi acquistlion made while the person was ai> ItisiJer). A short 
sole is the sale of a secutity not owned by the seller, or if owned, not delivered (the so- 
called short sole "against the box'*), wdiich involve the borrowing of shares by the 
seller’s broker for die nccount of the seller and delivery of the borrowed shares lo the 
buyfn;'. br^-er. 'At some pojnt in tlii~fiinirg, the tbarr <>.i|cr m mt purchase the s 
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purchuc at a price iower than the piice ul which the short sale was niadu, a short seller 
expects a security to decline in market value afisr the short sale. Sincc.sbon sales are 
illegal for insiders and can depress the price of securities, the Company expects that none 
of its Insiders would contemplate making a ^ort sale of Michaels equity sMiiuitics- 

U. 1933 ACT ISSUES. 

A. Ccocrni. 

Under the Securities Act of 1933 (the “J933 Act”), an "affiltalc” of the Company (see 
Uclow) may not sell securities of the Company unless such sale is covered by a 193J Act 
re^strntion smtement or such sale is made pursuant to an exemption from the registration 
requirements. It is not rclevoi^ that the affiliate may liavc icccivcd the securities in a 
registered offeiing or purchased them in ibe open market, nor docs it make any difference 
whether the securities bear a restrictive legend. Tlic term ”pffiltaie” is geoerolly 
construed to include all dit ectors. and those officers who ate considered to “contror the 
Company directly or indirectly (if you are a non-director officer included in the 
distribution of this memorandum, you should probably assume that the SEC would 
cousider you to be in this coteyucy. given your pt^ition with the Company). 

B. Kesalc of Shares Acquired Under Stock Option Flans. 

The shares issuable under our slodc cation plans in which executive officers and directors 
may participate have beon registered under the 1933 Act for resale by our ufiiHutcs, so 
tliose shares may be sold pursuant to the delivery of a prospectus and a prospectus 
supplement which I will supply to your broker, ft is important liut yoiu broker be 
informed that Utc securities must be sold puisuoni to the detivery of a prospectus and a 
prospectus supplentent (Please give me os mucli advance notice as you con so ibe 
prospectus supplement can be prqiaicd.) If you received options under the 2001 
Employes Stock Option Plan prior tu becoming on executive officer or director, please 
note titat shares received upon exercise of those options have not been registered fev 
resale under the 1933 Act, and ilierefun: you must sell those shares pursuant to an 
exemption from the rcgistrailon requirements (see Paragraph II.C below). 

C> Noti-Prospcclua Soles. 

1. Rule 144 in £cnerat If you wish to sell Micbacis equity securities other 
than in connection with the delivery of a prospectus and & prospectus 
supplcmaii (e.g , shares which you acquired in the open market, under the 
Employees Stock Purchase Plan or under the 2001 Employee Stock 
Option Plan and tlieieforc arc not registered for resale), you must sell 
pursuant to an exemption from the registration requirements of the 1933 
Act. Tlic usual exemption relied on by afftliotcs is Rule 144 under the 
1933 Act whidr, aroonc other conditions noted below, r.cacrallv req uires 



-acquuetl limn lUe < 
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Stock option, Stock purcbtisc and 4Dl<k) plans, or were acquired in n 
private transaction frotn anotber ajQtUalc, tfial the securities have heea belt! 
for nt least one ytar. It is important that your broker be infoimed that tljc 
sccunties must be sold pursuani N> Rule 144. ] am avsilabJe to advise and 
provide assistonce to you and your broker ui connection with any such 
imnsactions. 

2. yoluiite h’mitaUons uada'Rule )44. Rule 144 restricts an aiTiliate of the 
Company from selling during any thiec-tnonth period an amount of 
Michaels cquiQrscomties exceeding the greater oft 

a. one petceot of the outstanding securities of tbot class; or 

b. the average weekly trading volume of that class of securities 
during the four calendar weeks preceding the date a broker is 
diiccted lo execute the transaction. 

3 Notice reguiranent under Rule 144- If the sale involves over 500 shares 
or otlrcr units or a sales price cxccedins 510,000, a Form 144 most be 
fried, at the time the sale order is placed, with the SEC and the NYSE 


4. Other requirements. Tlicic arc a number of technical tequirements under 
Rule 144, all of which must be complied with. Most brokers arc familiar 
with these rcquiccrnents and liave Rule 144 compliance checklists and 
forms. Again, I am available to assist you in such calcs. 

Ill, INSIDER TRADESG RESTRICTIONS. 

A. Genera}. 

Under Rule lOb-5 under die 1934 Act. you may not buy or sell Michaels slock or other 
securities ai any limo while you possess material non-public (or “imidc") information 
conoeming the Compnoy. In addition, you may not coinmunfcatc tnatetial non-pubiic 
information to another person who mny trade or advise olhers to trade on the basisr of 
twch inlorfuntion, nor may you advise onoUier pcison to trade white in possession of 
material non-public information even if you do not comninnicatc that information to such 
peison. 


D. Material Non-Pilhllc Informatinn. 


NA5.nar,VAZQUC2tSlSCC«r.pu>;r Slo«l C« ieorrKCi*\(MI|rc4S«e U* Swmp Coc 
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2. Maieriaiiiy. EJianipks of Don*public informntion tliat rniglii be deemed 
matcriai include: 

• quarterly nr annua! results: 

• internal camines cstiroolcs. especially if significwitly different from 

“street” estimates; 

• sales iitforirattCHt; 

■ financial liquidity problems or management changes; 

• stock or debt offerings; 

• negotiations concerning si^ificant mergers, acquisitions or divestitures; 

• dividend recommendations, stock splits, stock repurchase programs, 
tender ofTens or exebonge offers; and 

> significant litigation or labor di^tes. 

It should be noted that either positive or adverse information may be material and 
that material undisclosed developments in matters previously disclosed may also 
constitute material non-publtc infonnatioiL Also, as the magnitude of a potential 
event or transaction iitcreases, aird the greyer the cliaoce it will actually occur, the 
more lUeety it is that information regarding that event or inn^tion may be 
deemed material. 

i Nofi’fiublic versus public infinmaflon. Information is considered to be 
available tn the public only when it has been released tn the publtr. throu^i 
appropriate cbannels {e.g., by means of a press release) and enough time 
lus elapsed to permit the market to absorb and evaluate the information. 
Once public release has occuircd, information will normally be regarded 
as absorbed and evaluated within two or three business days tbcrcaflcr. 

4 Trading wf«rfoivi policy. There ore certain periods throughout the year 
when the Company's nonna) business cycle and reporting schedule 
suggest that varying degrees of c&iilion should be exercised. As we get 
dvser to ihc cm! of each fiscal quarter and the announcement of eaminga 
(especially year-end earnings), and as we get closer to the periodic release 
of sales information (especially during (be Christmas scllbtg season), it 
becomes increosirtgly likely that internal financial data may ba doemed 
matcnal. (Note; Since allegations of inside:’ uading are always Judged 
with “20-20 liindsigbi,’* you may place yourself m .risk even if you 
genuinely do not anticipate n move in market price.) Accordingly, for 
your planning purposes, attached is a calendar on which tentative trodlng 
windows (bas^ on our anticipated financial disclosure schedule) arc 
higitlicbted. Please note that these windows arc subject to revision from 
lime to rime, for instance, in the event of a change in our nnancia) 
repotting schedule or as a result of developments in our business or the 
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tlje ttadinij v/iuiJo^iw. Keep In wUncI, however, ihat trading windows 
ore not ‘‘safe imrbors." Even when you ore In a trading window, you 
may not trade In Michaels stocU — hicludJng ciignging iu cashless 
option exercises If you are then in possession of material non-public 
information. This trading windows policy does not apply to {lurcliascs 
under Uie Employees Slock PuicUasc Plan {including lump sum cash 
purchases as pennitted by the plan; however, os noted elsewhere, you 
must then bold the shares so acquired for at least six months, or else those 
purchases may constitute Scetkm J 6 “events" which may be matched with 
ether transactions for purposes of Section 16(b) liability ■— see I’ara^aph 
l.B.6.c.ii above). OUrcr exceptions to this policy must be approved 
expressly in tkdvanec two days prior to the transaction by me, Mark 
Beasley or other designated legal counsel for the Company. 

C. Certain Recurring Issues. 

You may, at rmy time, exercise a stock option (except during u pension fund blackout 
period) or participate in the Michaels stock fund under the 401(k) Plan or the Employees 
Stock i’urchase Plan (meJuding by means oflomp sum cash puiclioscs us permitted by die 
plan; however, os described elsewhere, you must then bold the shores acquit ed by lump 
sum purchase for .it least six months, or else those purchases moy constitute Section 16 
“GvcDts*' which may be matched with other aonsactions for purposes of Section 16(b) 
liehtliry — see Paragraph LB.6.c.ii above), l-towcvcr. sales of any shares so acquired 
(e.g., in a cashless exercise of a stock option) arc subject to oli of the restrictions on 
insider trading set forth above, hi oddition, trsnafers of existing 40l(k) Plan account 
balances (i.e. “old money") into or av/ay fiom the Michaels stock fund and incrcc^es in 
your allocations from routine contributions into the Michaels stock fund arc likewise 
subject to the same prohibitions. Furthermore, you mny not allow a trade in Michaels 
stock to be executed pursuant to a standing limit order during ony period in which you are 
precluded from trading, even tf that limit older v/as previously placed at a lime when you 
were not peobibited from trading. 

P. I’enaltics- 

Poicntial penalties for violations of Rule lOb-S include prison tune and signiCcant 
criminal and civil fines which mny be imposed npon both the violator and the Company, 

E. Company Rollcy. 


As long as any officer, director or employee has material non-public infotmution relating 
to the Cntnpniiy, it is die Coniinioy's policy titst such person may not buy or sell the 
securities of the Company. Equally important, the infomiatioD may not be possed along 
(or "tipped'*) to others. After (he infonnaliun has been publicly disclosed through 
chan nels, a reasonable time sliotikl he allowed to elapse ( u sually at least two 
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standarils speciHccl above liave been satisfied, it is tkc Company's policy that 
executive officers end directors mast not purchase or sell securities of (bo Company 
unless clearance tivo days in advance of (be Iransaction Is first received from me, 
Mark ficnslcy or other deslgnatcil tegnl counsel for the Company. You must 
communicate directly with me, Mark Beasley or aUicr designated legal counsel for 
the Cumpiiny in this regard; an UQCOdflrmcd for, voice moil message or c>mail 
message is not sufficient to pre-dear a transaction. 

IV. S.4JII1ANES-OXLEY ACf MATTERS. 


A. Cashless Option Exercises. 

The Sarbanes-Oxley Act prohibit public componics from making or arTajiging for loans 
lo any of (heir directors or executive officers. There is a consensus among major law 
firms that ibis provision of the Saitanas-Oxley Act may limit the moUiods by which 
directora ond executive officus can accomplish eashtess cxecciscs. As a result, unloss 
and until stotuioiy, regulatory or interpretive relief is granted, directors and executive 
officers will mjl be permtned to participate io cashless exercise programs arranged by the 
Company. You may individually crtler Into your ovvn arrangements with youx broker for 
cashless exercises, but the Corapony cannot be involved in those arrangements except to 
deliver the shares upon exercise of your option, as you direct (including to your broker), 
after receipt from you or your broker of payment of tbc exercise price. Should you 
execute any option exercise with the assisunce of your broker, the Company wifi only 
respond to factual inquiries from your biokcr (for example, the Company will confirm 
dial vested options exist, tliat the Company will deliver the shares covered by the option 
upon receipt of tlic exercise price and other relevant factual tnforinutiou). To engage in a 
cashless exercise, you must complete the Company's broker and paiticipant forms, which 
yon may obtain from me, Mark Beasley or other designated legal counsel for the 
Company. 


0, ProhibUlon oa Trades During Pension Fund Dlackout J’erioda. 


In aeeordancc with certain provisions of the Serbancs-Oxfey Act, you may be prohibited 
(as rriay certain of your family membets and cutitlcs that you or certain of your family 
membei's may control or have an interest in) from buying, selling or othenvise acquiring 
or nansfening (including througli the exercise of derivative securities such as stock 
optioos), during a pension fund blackout period in the 401(k) Plan, any Michaels equity 
securities that you acquired in connection with your service or employrnent as a director 
or executive officer of Michaels. The new SEC regulation treats any equity security sold 
or othcnvi.?e transrpircd during a pension fund blackout period as having been "acquired 
in connection with service or employment as a director or executive oCficcr” unless you 
can establish that the equity security was not so acquired. 
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subjecc to B pension fund blsckoui period, the Company ctirtcDily anticipates that it will 
notify you at least 15 days before the pension fund bJacKout pciiod begins: iiowevci, 
circumstancus uuufd make It imprueUL-^e fur Uie Company to piuvide such advance 
notice. 

PotenHal penalties for violations of ibis rc^iaHon include civil and criminal fmes, and, 
under appropriate circurastanccs, other criminal action. This may be true even if the 
Company failed to notify you of the pension iiind blackout period. In oddliion, if you 
violate these tmding restriction, tcgaidless of ^ur molive or intention, any ‘profit" you 
realized Imm such b transaction is recoverable by the Company or, after demand to the 
Company, by a stockholder on behalf of the Company. 

V. CONCLUSION- 

As this memorandum illustrates, federal securities law is a highly complex, technical 
QioB, and violations con have serious coasequenccs both to you and to the Company. 
Dccausc of this, your transactions in Company securities must be prC'Cleared two days in 
advance of the transaction with me, Mark Beasley or other designated legal counsel for 
the Compony. AdditiMially, it is advisable tilways to tisc n knowicdgcnblc broker (who 
should be awaie of federal securities issues aud liabilities) when effecting transactions in 
Michaels equity securities. Finally, please promptly respond to nil reminders and other 
materials periodically distributed to Insiders os part of Uie Company’s Section 16 
compliance piogtam, and clu not hesitate to contact me should you have any qiicstiors 
regarding any of these moners- 
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CABLE -JWAL 
TELEX-y3-3S5 
TELECOPIEH-ISliai 953-5S22 

writer;? mrect dial no • 
Marilyn R. Post 

r 2 M> 


Jackson & Walker, l.l p, 

ATTORNEYS AMO COUNSELORS 
BOt MAIN STREET 
SUITE eooo 

DALLAS. TEXAS 75202-3797 
(7t4tBS3'eOOO 


OTHER LOCATIONS 
HOUSTON 
TORT WORTH 
SAN ANTONIO 


April 22. 1992 


VIA CERTIFIED MAII. AND COimiFR 
RETURN RECEIPT REQUESTED 

Sterling Software, Inc. 

8080 North Central Expressway 

Suite 1 100 

Dallas, Texas 75206 

Attention: Ms. Jeannette P. Meier 

Vice President, Secretary and General Counsel 


Dear Ms. Meier: 

On behalf of Lome House Trust Limited, The Bulldog Non-Grantor Trust and The Pilken 
Non-Grantor Trust, enclosed please find one complete copy of Schedule 1 3D as filed with the 
Securities and Exchange Commission. 

If you have any questions or comments concerning this matter, please do not hesitate to 
contact me. 

Very truly yours, 

Marilyn R. Post 

MRP/jmw 

Enclosures 

cc: Ronald Buchanan (w/enc.) 

James S. Ryan, 111 


I Permanent Subcommittee ob Ipvestieations I 

EXHIBIT #66 -FN 806 I 
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SEUUKl UbS ANU fcAUHANUb (JUMMlSSiUlN 

Washington, D.C. 20549 

Schedule 13D 

Under the Securities Exchange Act of 1934 
(Amendment No. ) 


Sterling Software. Ine 

(Name of Issuer) 



(Tide of Class of Securities) 


859547-10-1 

(CUSIP Number) 

Michael C. French 
901 Main Street, Suite 6000 
Dallas, Texas 75202 

0141953-6000 

(N»ne, Address and Telephone Number of Person 
Authorized to Recdve Notices and Communications) 


April 15, 1992 

(Date of Event which Requires Filing 
of this Statement) 


If tho filing person has previously filed « statement on Schedule 13G to report the acquisition which is the subject 
of this Schedule 13D. and is filing this schedule because of Rule 13d-l(b)(3) or (4), check the following box □. 

Check the following box if a fee is being paid with the statement a. (A fee is not required only if the reporting 
persons (1) has a previous statement on file reporting beneficial ownership of more than five percent of the class 
of securities described in Item 1 ; and (2) has filed no amendmmt subsequent thereto reporting beneficial ownendiip 
of five percent or less of such class,) (See Rule l3d-7.) 

Note: Six copies of this sUlement, including all exhibits, should be filed with the Commission. See Rule I3d-l(a) 
for other parties to whom copies are to be sent. 

*The renttinder of this cover page shall be filled out for a reporting person’s initial filing on this form with respect 
to the subject class of securiti^, and for any subsequent amendment containing information which would alt^ 
disclosures provided in a prior cover page. 

The information required on the remainder of this cover page shall not be deemed to be Tiled' for the purpose of 
Section 18 of the Securities Exdiange Act of 1934 ('Act") or otherwise subject to the liabiUiies of that section of 
the Act hut shall be subject to ail other provisions of the Act (however, sec the Notes). 
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m 

SOURCE OF FUNDS* 



wc 


5 , 

CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEMS 

2(<l) or 2<.} 

□ 


g CmZENSHtP CM!, K.ACE OF OHQANIZATJON 

Isle of Man, British Isies 


SOLE VOTING POWER 


OF 

SHARES 
BENEFICIALLY 
OWNED BY 
EACH 

REPORTING 

PERSON 

WITH 


SHARED VOTING POWER 

0 


g SOLE DKPosrrrvB POWER 

U983.5SS 


SHARED DISPOSITIVE POV/ER 

0 


I I AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

1,983,588 


12 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (ll> EXCLUDES CERTAIN SHARES* 


j 3 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW () I) 

18 . 1 % 


TYPE OF REPORTING PERSON* 

CO 


*SEE INSTRUCTIONS BEFORE FILLING OUT! 
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1 NA.ME OF REPORTING PERSON 

^ S^. OR I.R-S. IDENTIFICATION NO. OF ABOVE PERSON 

The Bulldog Non-Grantor Trust 


2 I CHECK THE APPROPRIATE BOX IF A MEMBER OF A C^UP* 


CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS !S REQUIRED PURSUANT TO ITEMS 
2(d) or 2{t) 


■ 


CITIZENSHIP OR f^ACE OF ORGANIZATION 

Isle of Man, British Isles 


NUMBER OF 7 SOLE VOTING POWER 

SHARES 

BENEFICIALLY 0 

OWNED BY — — — — 

EACH 0 SHARED VOTING POWER 

REPORTING 

PERSON 0 

WITH 

g SOLE Djsposrrrvs power 


SHARED DlSPOSrrrVE POWER 


] J AGGREGATE AMOUNT BENERCIALLY OWNS? BY EACH REPORTING PERSON 

1,311,725 


1 2 I CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (I I) EXCLUDES CERTAIN SHARES* 


J 3 I PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (t I) 


TYPE OF REPORTING PERSON* 


•SEE INSTRUCTIONS BEFORE FILLING OUT] 
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1 NAME OF REPORTING PERSON 

^ S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON 

The Pitkin Non-Grantor Trust 


"2 j CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP* 



4 

SOURCE OF FUNDS* 



WC 


5 

CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEMS 

2(d) or 2(.) 

D 

6 

cmZENSHlP OR PLACE OF ORGANIZATION 



Isle of Man. British Isles 



NUMBER OF n SOLE VOTJNO POWER 

SHARES 

BENEFICIALLY 0 

OW^ED BY 

EACH g SHARED VOTING POWER 

REPORTING ^ 

PERSON 0 

wrrH 

g SOLE DISPOSITIVE POWER 

671,663 

2Q SHARED DISPOSITIVE POWER 


AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 

671.863 


1 2 I CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (1 1) EXCLUDES CERTAIN SHARES* 


PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (II) 

7,0% 


TYPE OF REPORTING PERSON* 

00 

-SEE INSTRUCTIONS BEFORE PILUNG OUTI 
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Item 1 . SECiiritv and Issuer . 

This statement relates to the Common Sleek, par value, $0.10 per share (the 
"Common Stock"), of Sterling Software, Inc., a Delaware cor}»ration (the "Company"). The 
— add ie ss of the p ri n c i pal execu t ive offices of Uie Company is 60 8 0 N. Central Expressway, Suite 
1100, Dallas, Texas 75206. 



This statement is being filed by Lorae House Trust Limited, a coiporation 
organized in the Isle of Man, British Isles ("Lome House"), on its own behalf, as well as on 
behalf of the Bulldog Non-Grantor Trust (the "Bulldog Trust") and the Pitkin Non-Grantor Trust 
(the "Pitkin Trust"), both of which are irrevocable trusts established in the Isle of Man, British 
Isles, of which Lome House is sole tmstee. Lome House, its executive officers, directors, and 
controlling stockholders, the Bulldog Trust and the Pitkin Tmst are sometimes hereinafter 
referred to collectively as "Reporting Persons" and singularly as a "Reporting Person." 

Lome House is principally engaged in the business of portfolio, tmsl and company 
management services and has its principal business and executive offices at Lome House, 
Castletown, Isle of Man, British Isles. The principal business address for both the Bulldog Trust 
and the Pitkin Trust is Lome House, Castletown, Isle of Man, British Isles. 

No Reporting Person has, during the last five years, been convicted in a criminal 
proceeding or been a party to a civil proceeding of a judicial or administrative body resulting 
in subjection to a judgment, decree or final order enjoining future violations of, or prohibiting 
or mandating activities subject to, federal or state securities laws or finding any violation with 
respect to such laws. 

Item 3. Source and Amount of Funds or Other Consideration . 

On April 15, 1992, the Bulldog Trust acquired in privately negotiated transactions 
indirect beneficial ownership of currently exercisable options and warrants to purchase an 
aggregate of 1,311,725 shares of the Company's Common Stock by virtue of the purchase of 
such options and warrants by corporations owned directly or indirectly by the Bulldog Trust. 
The options and warrants so purchased have an exercise price of $6.25 per share, and were 
valued for the purpose of such purchase at the difference between such exercise price and 
$18,875, being the closing sale price of the Common Slock of the Company on the New York 
Sfock Exchange on the date of the purchase, and the consideration so determined is to be paid 
to the seller of the options and warrants pursuant to private annuity agreements entered into with 
such corporations. The annuity agreements will be funded with the working capital of such 
corporations. 


On April 15, 1992, the Pitkin Trust acquired indirect beneficial ownership of 
currently exercisable options and warrants to purchase an aggregate of 671,863 shares of the 
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Company's Common Stock by virtue of the purchase of such options and warrants by 
corporations owned directly or indirectly by the Pitkin Trust. The options and warrants so 
purchased have an exercise price of $6.25 per share, and were valued for the purpose of such 
purchase at the difference between such exercise price and $18,875, being the closing sale price 
of t he eomm oir S toc5rof-thg~S ompaiiy o n the New Yo rl fS t ock Excliange on tli e date oPther 
purchase, and the consideration so determined is to be paid to the seller of the options and 
w'arrants pursuant to private annuity agreements entered into with such corporations. The annuity 



On April 15, 1992, Lome House acquired beneficial ownership of currently 
exercisable options and warrants to purchase 1 ,983,588 shares of the Company’s Common Slock 
by virtue of its status as trustee of the Bulldog Trust and the Pitkin Trust. 


Item 4. Purpose of Transaction . 

The options and warrants acquired by the Bulldog Trust and the Pitkin Trust 
through the corporations owned directly or indirectly by them were acquired for investment. 
Depending on market conditions and other factors they may deem material to an investment 
decision, any Reporting Person may purchase additional shares of the Common Stock or may 
dispose of all or a portion of the shares of Common Stock they now beneficially own or may 
hereafter acquire. Except as set forth in this Item 4, none of the Reporting Persons has any 
present plans or proposals that relate to or would result in any of the actions specified in clauses 
(a) through (j) of Item 4 of Schedule 13D. 

Item 5. Interest in .Seciiritie.s of the l.sxiier . 

The Bulldog Trust beneficially owns 1,311,725 shares, or 12.7%, of the Common 
Slock of the Company. The Bulldog Tmst owns all of such shares indirectly by virtue of the 
ownership of such shares by corporations owned directly or indirectly by the Bulldog Trust 
(through beneficial ownership by such corporations of 667,000 shares as a result of the 
corporations' ownership of options, 404,725 shares as a result of the corporations’ ownership 
of Series B Warrants and 240, OCX) shares as a result of the corporations’ ownership of Series E 
Warrants). 


The Pitkin Trust beneficially owns 671,863 shares, or 7.0%, of the Common 
Stock of the Company. The Pitkin Trust beneficially owns all of such shares indirectly by virtue 
of the ownership of such shares by corporations owned directly or indirectly by the Pitkin Trust 
(through beneficial ownership of such corporations of 333, OCX) shares as a result of the 
corporations’ ownership of options, 202,363 shares as a result of the corporation’s ownership 
of Series B Warrants, 96,0C)0 shares as a result of the corporations’ ownership of Series E 
Warrants and 40,500 shares as a result of the corporation’s ownership of Series F Warrants). 


2D3i6Ar> 
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Lome House beneficially owns 1,983,588 shares, or 18.1®, of the Common 
Stock of the Company. Lome House owns all of such shares indirectly as trustee of the Bulldog 
Trust and the Pitkin Trust. 


Each of the Reporting Persons has sole dispositive power with respect to the 
shares it beneficially owns. The Reporting Persons have no voting power with respect to shares 





Series E Warrants and Series F Warrants have not been exercised to purchase such shares. 


Except as described in Item 3 herein, no transactions in the Common Stock were 
effected by the Reporting Persons during the past 60 days or since the most recent filing on 
Schedule 13D, whichever is less. 


Item 6. 

Securities of the Issuer . 


None. 


Item 7. 


Exhibit 1. 


Agreement pursuant to Rule 13d-l(f)(l)(iii). 
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SIGNATURES 

After reasonable inquiry, and to the best of our knowledge and belief, we certify that the 
information set forth in this statement is true, complete and correct. 

Date: April 22, 1992 Lome House Trust Limited 


Its: Managing Director 

The Bulldog Non-Grantor Trust 

By: Lome House Trust Limited, Trustee 

By: /s/ Ronald Buchanan 

Its: Managing Director 

The Pitkin Non-Grantor Trust 

By: Lome House Trust Limited, Trustee 

By: /si Ronald Buchanan 

Its: Managing Director 
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EXHIBIT 1 

Pursuant to Rule Bd-Uftfllfi'ii) of Regulation 13D-G of the Gen eral Ruies...^a!KL 

Regulations of the Securities and Exchange Commission under the Securities Exchange Act of 
1934, as amended, the undersigned agree that the statement to which this Exhibit is attached is 
- fil ed on b ehal f of e a ch -olUbem, ^ — 

Date: April 22. 1992 Lome House Trust Limited 

Bv: /si Ronald Buchanan 

Its: Man a ging Pirccior 

The Bulldog Non-Grantor Trust 

By: Lome House Trust Limited, Trustee 

Bv: /s/ Ronald Buchanan 

Its; Ma n a ging Pimto i: 

The Pitkin Non-Grantor Trust 

By: Lome House Trust Limited, Trustee 

Bv: /s/ Ronald Buchanan 

Its: — Managing Director 


3D]|ii£U> 
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Pursuant to Rule Bd- 1(0(1 )(iii) of Regulation 13D-G of the General Rules and 
Regulations of the Securities and Exchange Commission under the^ecuritiesExchange Act of 
1934, as amended, the undersigned agree that the statement to which this Exhibit is attached is 
filed on behalf of each of them. 


Date: 4/22/92 Lome House Trust Limited 


By: ~ /si Ronald Buchanan 

Its: Managinp Direetor 

The Bulldog Non-Grantor Trust 

By: Lome House Trust Limited, Trustee 

Bv: As/ Ronald Buchanan 

I«: Managing Director 

The Pitkin Non-Grantor Trust 

By: Lome House Tmst Limited, Trustee 

Bv: Is/ Ronald Buchanan 

Its: Managing Director 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

Schedule 13D 

Under the Securities Exchange Act of 1934 
(Amendment No, ) 


Michaels Stores. Inc. 

(Name ot Issuer) 





fCUSEP Number) 

Michael C. French 
901 Main Street, Suite 6000 
Dallas, Texas 75202 

f214') 953-600Q 

(Name, Address and Telephone Number of Person 
Authorized to Receive Notices and CoRununications) 


April 13. 1992 

(Date of Even I which Requires Filing 
of this Statement) 


If the fiiiog persoQ has previously filed a statemeot on Schedule I3C lo report the acquisition which is the subject 
of this Schedule 13D, and is filing this schedule because of Rule I3d-l(b)(3) or (4), check the followuig box □. 

^eck die follcwinj box if a fee is betag paid with the stareoient *. (A fee is not required only if the reporting 
persoo: (1) has a previous sutemeot on file reportmg beoeficial ownership of more than five percent of the class 
of securities described in item 1; and (2) has filed no aseadmest subsequent thereto reporting beneficial ownership 
of five percent or less of such class.) (See Rule l3d-7.) 

Note: Six co^es of this statement, including ail exhibits, should be filed with the Commission. See Rule I3d-Ka) 
for other parties to whom copies are to be sent. 

•The resnainder of this cover page shall be filled out for a reporting person's initial filing oo this form with respect 
to ibe subject class of securities, and for any subsequent ameodmeac contaiiung infonnatioo which would alter 
disclosures provided in a prior cover page. 


The information required on the remainder of this cover page shall not be deemed to be Tiled* for the purpose of 
Section 18 of the Securities Exchange Act of 1934 (“Act’) or otherwise subject to the liabilities of that section of 
the Act but shall be subject to all other provisions of the Act (however, see ihe Notes). 
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NAME OF REPORTING PERS<»J 

5.S. OR I,R.S. IDENTIFICATION NO. ABOVE PERSON 


Lome House Trust Limited 


CHECK THE APPROPRIATE BOX IF A MEMBER OF A (MlOUP* 



5 CHECK BOX IF DISCLOSURE OF LEGAL PROCEEOINOS IS R^i^DtEO PURSUANT TO ITEMS 

2(d)ot2(i> 


; CrriZENSHIPORPLACEOFORCANIZATtON 


I Isle of Man, British Isles 


NUMBER OF T SOLE VOTING POWER 

SHARES 

BENEFICIALLY 0 * 

OWNED BV 

EACH g SHARED VOTING POWER 


REPORTING 

PERSON 

WHH 


9 SOLE Disposrrtve power 


JQ- SHARED DlSPOSmVE POWER 


AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 


12 CHECK BOX DPTHE AGGREGATE AMOUNT IN ROW (ID EXCLUOESCERTaIN SHARES* 


PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (n> 


1 4 TYPE OF REPORTLNG PERSON* 


“SEE INSTRUCTIONS BEFORE FILLING OUT! 
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Page 3 of 6 Pages 


Item 1. 


This statement relates to the Common Su>ck, par value, $0.10 per share (the 
•Common Stock”), of Michaels Stores, Inc., a Dela>^'are corporadon (the "Company"). The 
address of the principal executive offices of the Company is 5931 Campus Circle Drive. Irvings 
Texas 75063, P.O. Box 619566, DFW, Texas 75261-9566. 



This statement is being filed by Lome House Trust Limited, a corporation 


organized in the Isle of Man, BriUsh Isles ("Lome House"), Lome House is principally engaged 
in the business of portfolio, trust and company management services and has its principal 
business and executive offices at Lome Hou«, Castletown, Isle of Man, British Isles. 

Lome House has not, during the Iasi five years, been convicted in a criminal 
proceeding or been a party to a civil proceeding of a judicial or administrative body resulting 
in subjection to a judgment, decree or final order enjoining future violations of. or prohibiting 
or mandating activities subject to, federal or state securities laws or finding any violation with 
respect to such laws. 

Item 3. Source and Amount of Funds or Other Consideration . 

On April 13, 1992, Lome House acquired indirect beneficial ownership of 
currently exercisable options and warrants to purchase an aggregate of 960,000 shares of the 
Company's Common Stock because of the following acquisitions of such shares by the Bulldog 
Non-Grantor Trust (the "Bulldog Trust”) and the Pitkin Non-Grantor Trust (the "Pitkin Trust"), 
both of which are trusts of which Lome House is sole trustee; 

On April 13, 1992, the Bulldog Trust acquired indirect beneficial 
ownership of currently exercisable options and warrams to purchase an aggregate 
of 635,000 shares of the Company’s Common Slock by vinue of the purchase of 
such options and warrants by corporations owned directly or indirectly by the 
Bulldog Trust (the "Bulldog Corporations"). The options and warrants so 
purchased have an exercise price of $3.00 per shaie^and were valued for the 
purpose of such purchase at the difference between such exercise price and 
$20,625, being the closing sale price of the Common Stock of the Company on 
the National Association of Securities Dealers Automated Quotation National 
Market System ("NASDAQ/NMS") on the date of the purchase, and the 
consideration so determined is to be paid to the seller of such options and 
warrants pursuant to private annuity agreements entered into with such 
corporations, The tuinuity agreements will be funded with the working capital of 
such corporations. 


xr3ifrx> 
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On April 13, 1992, the Pitldn Trust acquired indirect beneficial ownership 
of currently exercisable cations to purchase an aggregate of 325 ,000 shares of the 
Company's Common Stock by virtue of the purchase of such options by 
corporations owned directly or indirectly by the Pitkin Trust (the Pitkin 
Corporations"). The options so purchased have an exercise price of" S3.00 p« 
share, and were valued for the purpose of such purchase at the difference between 
such exercise price and $20.625^ being_ the closing sale price of the Common 


the consideration so deierminM is to be paid to the seller ofsuch options pursuant 
to private annuity agreements entered into with such corporations. The annuity 
agreements wili be funded with the working capital of such corporations. 


Item 4. Purpose of Transaction . 

The options and warrants acquired by Lome House through the corporations 
owned directly or indirectly by the Bulldog Trust and the Pitkin Trust were acquired for 
investment. Depending on market conditions and other factors they may deem material to an 
investment decision, any Reporting Person may purchase additional shares of the Common Slock 
or may dispose of all or a portion of the shares of Common Slock they now beneficially own 
or may hereafter acquire. ]^cept as set forth in this Item 4. none of the Reporting Persons has 
any present plans or proposals that relate to or would result in any of the actions specified in 
clauses (a) through (j) of Item 4 of Schedule 13D. 


Item 5. 


Lome House beneficially owns 960,000 shares, or 5.8%, of the Common Stock 
of the Company. Lome House owns all of such shares indirectly as trustee of the Bulldog Trust 
and the Pitidn Trust (through indirect beneficial ownership by such trusts of 150, (X)0 shares as 
a result of the Bulldog Corporations' ownership of warrants, 485,000 shares as a result of the 
Bulldog Corporations’ ownership of options, iid 325,000 shares as a result of the Pitkin 
Corporations’ ownership of options), 

Lome House has sole dispositive power with respect to the shares it beneficially 
owns. Lome House has no voting power with respect to shares of Common Slock beneficially 
owned by vinue of the ownership of the options and wanants because, the options and warrants 
have not been exercised to purchase such shares. 

Except as described in item 3 herein, no transactions in the Common Stock were 
effected by Lome House during the past 60 days or since the most recent filing on Schedule 
13D, whichever is less. 
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CUSIP NO. 594087-10-8 13D Page 6 of 6 Pages 

SIGNATURES 

After reasonable inquiry, and to the best of our knowledge and belief, we certify diat the 
information set forth in this statement is true, complete and correct. 



asTjiexii 


CONFIDENTIAL 

PSI00127009 



3945 


MiMQE ahBUM 

TO: Lome House Trust Limited/Ronnie Buchanan 

FROM: Jackson Sc Walker, L.L.P. 

DATE: April 22, 1992 

~ — TraarFiHBT R^qillreme nts under the-Secnrities Exchange Acrof 

1934 


Lome House Trust Limited ("Lome House"), the Bulldog Non-Grantor Trust ("Bulldog”) 
and the Pitkin Non-Grantor Trust ("Pitkin") will be required to make certain filings with the 
Securities and Exchange Commission (the "SEC") related to the holdings of Bulldog and Pitkin 
of securities of Sterling Software, Inc. ("Sterling") and Michaels Stores, Inc. ("Michaels"). 

Set forth below is a summary of some of the circumstances under which these filings will 
be made. These legal requirements can be very complex. Please feel free to call us with any 
questions you may have tom time to time. 

1. Frrrm 4 . For so long as Bulldog owns securities representing in excess of 10% 
of the outstanding shares of Sterling common stock. Bulldog will be required to file with the 
SEC Form 4'5 reporting purchases and sales by Bulldog of Sterling's Common Stock, These 
reports must be filed with the SEC on or before the 10th day of the month following the month 
in which the repotted transactions took place. Under certain circumstances, profits from a 
"purchase" and "sale" made within six months of one another must be disgorged. You should 
consult with Sharyl Robertson or us prior to effecting transactions in Sterling’s securities to 
ensure compliance with Securities Exchange Act rules. 

2. Schedule I3D’S . 

a. Sterline . Lome House, Bulldog and Pitkin must file an amendment to 
Schedule 1 3D when the aggregate holdings of Bulldog and Pitkin in Sterling' s securities fluctuate 
by more than 1% of Sterling’s outstanding common stock (currently approximately 90,000 
shares). This filing must be made promptly after the transaction occurs. 

b. Michaels . Lome House must file an amendment to Schedule 13D when 
the aggregate holdings of Bulldog and Pitkin in Michads securities fluctuate by more than I % 
of Michael's outstanding common stock (currently approximately 120,000 shares). This filing 
must be made promptly after the transaction occurs. 
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We can assist you in preparing these filings. In order for us to do so on a timely basis, 
it is imperative that you keep Sharyl Robertson informed on a timely basis of all transactions 
effected in Sterling and Michads securities. 

anrjs® 


cc: Sharyl Robertson 
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Attn: Mike French, Esq., March 6th, 1995-. 

Maveri ck 

FroTt:_ Jiiai'baira _Khodes ^ _ 

Lorhe’''Hbuse Trust "^Liinited. ~ " 


Sterling Software 
Thank you for your fax dated March 3rd. 

We intend to transfer East Carroll Limited and East Baton Rouge 
Limited from Bulldog to Plaquemines, this would mean that 
Plaquemines would hold 350.000 shares and Bulldog would hold 
644,7J>5 r.hai-es of Sterling Software. 


Best regards. 


It- 


Barbara 


Rhodes , 
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Mikft French. Rsg ■ , 

Maverick, 

.8080 N. Central Expressway, 
Dallas, 



'Pax to: 010 1 214 891 8245 


Bulldog & Plaquemines Trusts 


Bulldog will settle Plaquemines, in the words which you 
suggested. 

Since the purpose of the exercise, as I understand it, is to 
divide the ownership of Sterling Software we need to split 
ownership of the xmdcrlying companies wbach own SS between the two 
tru.sts. That was the pxarpose of Barbara's fax of yesterday. 


R. Buchanan. 
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THE TRUST COMMISmS OF LORKE HOUSE TRgST LIMITED 
RE; THE BtrUIiPOS HOH-GRAKTOR TRUST 
RESOLUTTOK IN WRITING 


We the undersigned, being all the members of the 
above-mentioned Committee, pursuant to the powers veai-Afi nr» 


of Association of Lome House, ,,Trust^ 

Limited in its' capacity as the Trustee of the 
above-mentioned Trust, do hereby resolve:- 


THAT the transfer of two US$1.00 Ordinary shares of 
East Baton Rouge Limited to the Plaquemines Trust be 
and is hereby approved. 


Dated the Bth day of April 1995 


COMMITTEE MEMBERS 
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We the undersigned, being all the members of the 
above-mentioned Committee, pursuant to the powers vested in 
U9 by the Articles of Association of Lome House Trust 
Limited in its capacity as the Trustee of the 
above-mentioned Trust, do hereby resolvei- 


THAT the transfer of two ns$1.00 Ordinary shares of 
East Carroll Limited to the Plaquemines Trust be and is 
hereby approved. 


Dated the Sth day of April 1995 
COMMITTEE MEMBERS 
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03/'!?/^ 10:50 LS-r«N eRDTHQ?S ■» S121472094&3 


KJ.Sea P901 


MEMORAi^DUM 


To: Oistnbtfdon 


From: CrvgScHifTer 


Re: Michadf Stores/Sterilng Software Traniactlon 


FIo^ Korns* represenUUon of the Mkhaels Stores and Sterling Software tnuisacuons in 
the Sunday H.Y. Tunes (Business Section, Market Watch Column) was not compl^y 
representative of the facts, and in our view led, readers to erroneous eondustoiu ab<M^ the 
propriety of the Wyl/s activides. Let me outline the exaa details: 

1 . The transaction was a structured ftoancing which allowed the Wyly’s to accomplidi 
two primary objectives: 

• Gain cost effective liquidity 

• Retain sigruficast upside In the stock 

One alternative, which is to sell stock outright, accomplishes nehher of these goals. 

2. Sam Wyty, his brother Charles and certain family trusts (Wyly Group) colleoively 
borrowed an amount of money (not specided in the 13D but substantially less than the 
SlOO million noted in the anide) at an anractive icve!. 

3. In addition, the Wyly group executed **coUar” transactions on 1.77 million shares of 
Michaels Stores, Inc. and 300,000 shares of Sterling Software, Ine. with Lehman 
Brothers. 

4. Tlus transaction relates to appronmately one third of the Wyly group’s holdings of 
MichaeU Stores and a smafler proportion of their holdings of Sterling Software. 


Th£ Hyfy Group co/fars were structured as foUows: 

MiChads Stores. Wvlv Qroun- 

• Benight Amerioui Ihit - rigid to reedve 6om LB the difference between 2S.S6 and die 
stock price as any tune -over the lUe of the transaction. 

• Sold European Call - LB has the right to receive ftom W^y at expiration the 
difference between the stock price and S4S.23. 


MSNY ^8^ 
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03/17^ 10:50 LEWlP»s wf«)THERS -» 9l2i 472^464 


P002 


Sterilng Softv^re, WvlvGro«D» 


Bought AmericaA Put > light to recdve from LB the difierence between $32,5 and 
the stock price it any time over the ide of tbe tnnsacobtL 


S<Md Buropean Call * LB bis a right to reedve from Wyiy at eqpiraiion the 


The Collar (options) are cash settled and expire in February. 1998. 

WhaS tius€ trtjaaedons aecantpUsk for Wyly ciiritia. 

1 . The transaction lilows the Wyly entities to borrow more money at better terms than 
would have been possibie through ajtemiijve finandngs. 

2. The Wyly endues retain sigru£eant upside exposure to both Sterling Software and to 
Michads Stores stock, 

3. They remun long term sharehoiders. 

Points rtgarduig the Nanis ardeJc. 

1. **top ofticer stands to make millions if the company*! share price plummeted No, 
the Wyiy group’s ovenJl position is more rdevinL Since there positions represent leu 
than 1/3 of their total holdings the value of the overall position would fall dramatically If 
(he price were to decline. 

Z *' memories of Albert R Wiggins, the president of the Chase National Bank ...(who) 
made good money shorting Chase stock during the crash.** The Wyly group did not sbon 
stock. TIuy entered into a stniemrcd financing that provided downside protection for a 
limited part of holdings. The transaction does not obligate the Wylys to sell stock. 

3. *' the Uw would not ^ipear to cover what Mir. has now done.** i.e. a hedging 
transaeuon. U does. The Wyly group filed under SEC Rule 13D which spedfically 
requires 594 stake holders to report tiutaetioas which hedge their underlying positions 
with dtfivarive instruments. 

4. Mr. N<^s also comments on Mr. Wyly's incentive to minipulaic the price of Michaels 

Stores common stock in 199S. As a corporate insider and a 13D filer, all transactions 
would be subject to SEC disclosure. It is unre&sooaiUe to infer that Mr. Wyly would 
kjWaaSUUBgiy bCBak UJ5. JaguritlM JnylH pfAlir? jufuri. f>f flu. traH«»r^irtn 
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03^i7^9S 10:58 LErtlPIN BR0TH6FS •» 5121472asa6« 


. MO.90S P083 


As Mr. Wyly suns “ ....it is s grot trsnssaion, »nd I would highly recommend it to uiy 

other mtreprenduT. We beOeve that we have served our cBent effectively end prowded 
an innovative solution compaied to other altemasives. Tie Michaels Stores'Steriing 

Software transaelion is reflective of Lehman B rothers equiqr derivatives group 

commitment to innovation in meeting clients nnds^ 

If you have any questions please do not hesitate to contact John Wickham, Bniee Brittain 


%8887 
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If AY transmittal 

TO: Kon«W Buthan»n 


Maverick 

FROM: Mike Freotb 


COMPANY; Lora* Horn* Trust 


PHONE: 


PHONE; 44 (24 S23 579 

FAX 

FAX: 44 624 822^952 

DATE: 

NUMBHl OF PAGES (.mclurfing cover); 

COMMENTS: 



Dear Ronnie; 


July 10, IWS 
2:07 PM 


Please dispose of tliis fax after reading, as tliete will be ample documentation as needed. 

It is expected that a recommendation will be made to Wychwood that the Plaquemines Trust, and 
another trust settled with Wychwood by Pitkin, should contact Lehman regarding acquiring call 
options on SSW, probably for about two years at the market Wychwood would finance the 
transaction through loans, firom Lome House entities. It is likely that a portion of the price could 
be financed through Lehman. 


It may be that, as an alternative, there wilt be two new trusts at Wychwood established by Keith 
ttet will mirror the Bessie and Tyler trusts This woidd require Keith to contribute some Hands to 



Wychwood would, itr either case, be limited to approrniralely 600,000 to 700,000 calls, in order 
to stay imder S% of the outstanding shares and avoid SEC reporting. 

I am also senrfing a copy of tins fax to Shaun Cairns, with the same request that he read it and 
then dispose of it. 1 will be back on this soon, perhaps tonight.' 

Maverick Ciqrirat *8080 North Cenlcat Expressway •Saite tS00*LB*3t •Patlas. Texas 73206'! 893 

. /(7 
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FAX TRANSMITTAL 


Maverick 


TO: 


Sbanii Ctiros 


COMPANY; Wydiwood Trust Umlttd 


PHONE: 


PAX; 


441«24S240U 


44 1424 824 070 


NUMBER OF PAGES Oncluding cover): 


FROM: MikeFrencb 


PHONE. 2148918350 


FAX: 214 891 8311 


DATE: July 10, 1995 


TIME: 


COMMENTS: 
Dear Shaua: 






fUi 




3:50 PM 

^2-^ cyo~o 

1 oa , 






I recommend that you immediately contact Lehman Brothers (Lou Schaulel^ld 720 9471) 
regarding the acquisition of two year call options to purchase Sterling Software at the market. 
These would be acquired by the Plaquemines Trust and another trust established by a Trust at 
Lome House, or, if Keith is willing to establish two new tnists that parallel the Bes»e and Tyler 
trusts he set up last year with Lome House, those new trusts could be the acquirer. 

In either case, the actual transaction would be done thiougb a corporate subsidiary of the trusts. 
Lome House will assist in arranging the financ'uig 

This transaction, if you as trustee believe it is beneficial, would need to be effected very quickly. I 


Please show a copy of tins to Keith. 


Also, 1 am looking forward to receiving your proposals r^arding the Nevis bank. 


Maverick Cqiital* SOSO Nutth Cenual E.vpressaay • Suite 1300 • LB-Il •Dallas. Texas 7320$-IS9S 
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to: AJB, JKB, Shaun Cairns, RJC, FlWC. DJ, OEP, BAR 


l6th August, 1995. 


Plaquamines, Dalhi, Xs.u»ption t Puablo Trusts 

Shari Roberston, who 

from Dallas, >^^"3 ? a^s not wish to await John 

- presumably on ^am s prompting^^^^d Pueblo Trusts or 

Willis's return to set up line with which to buy options 

AJB's arrangement of a use the existing 

“oifi?!es"witf StaS.'Brothlrs in Dallas and Myohwood as trustee. 

we have available “ate^" tfe"^ fnitifl 

SJS^lSlesrfn'd ™3d"to^irer"thrd^rS?t^t£^s? 

S=« "o reflecr the^SLge of trustee to Wychwood and SRC is 
asked to accept trusteeship. 

Wychwood must not be aSunt” involved would 

are buying options simultaneously srn^^ th^^ asked, therefore, to 
trigger a reporting requirement. Delhi Trusts from 

transfer the trusteeship of from the temp, to John Willis 

Wychwood to a temporary be "he tempo«ry trustee in a 

once he has returned. ^ “boSaht that 'l unsuitable in 

^«sts ITasked if JKB wuld be willing to serve. 

bank. 
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<^7 






.A.- J/- Buchanan, 
Hiiibarn -House, 
Great Bedwyn, 
..Wiltshire ,SN8, 3Nt 




cv^ 








= v»\ i 





■:> 

Sam and O. *ii.sh. to arrange a bank borrowing to 

finance the purchase of \ xarge number of call options on Sterling 
Software shares. I would be grateful if you could find a bank in 
London which would be interested in the business (keeping careful 
note of your time spent and expenses incurred) . The pattern will 
be exactly the same as for the same exercise which we recently 
completed with Lehmann Brothers in Dallas. The new purchase will 
be in the name of two new trusts which we are establishing and 
which will have separate trustees. The Wylys, who are officers of 
and shareholders in. SS, have been advised that, in consequence, 
there is no reporting requirement under SEC regulations, such as 
..there ; would have been had all their potential interests been 



r. — i.-wiil,. 'leave!, this note .to ask Barbara to check with you 

■ where sbe should send the documentation for the last ioan/option 
—package., — alw.ays_suppsisiD.g,.,t;,h^t., .yp,u will be in London next week. 
She '--can also tell you which bank Mike French thinks you might 
appro;ach first: I think it was Credit Suisse First Boston, but 
_:_C.S.naot;...y_e5‘.ify_that on .this Saturday morning. I shall be in, Ireland 
• ' uht il' Monday evening 


We-have-all" much enjoyed reading your account of your march 
•■“in' Holland; as great a literary feat as it had earlier been a 



tehanan . 
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CCJ Hudgins, Stevan E, 
Subject; FW: Accotmt Iiwjuiry 


- 1 Various 


“■“•I Redacted by the Permanent 

. Su bcommittee on Investigadn 


Denise, 

T i-hB resEonse you Bent to Steve Budglna onto JWS. Tiiey had be^ aeWng M 

L™r?hf?aSe pSlSoL’^S mSLi... Please read the additlcnal gueetiona from Saoh 
Pinard and respond back to me. 



Original 

P rom t Pinard, Zachary 

Sent; Wednesday, February 18, 2004 2:27 PM 

To; Hursh, Margo 

CCS Grady, Alex • 

Subject; REs Account Inquiry - various 


Margo, 

X do have more questions. Xf all of the accounts were funded ^ 

"grantor", t he n they are all related in that aspect. 1 guess I woxad want 
to know the following; 

11 Where did the original stock options ccane frc»? ^ 

2) Who/What acted as the "grantor" of the stock qpt ions? If an entity 
d«)osited the shares, who was the owner of the entity? 

31 Who are t>^«» beneficial owners of all of the grantor trusts? 

41 copies of the account applications, WS-Uff information for the grantor 
trusts and if information, is being held on the grantor trusts themselves, I 
want to see that information to determine which tJ8 individuals are the 
owners of these accounts . 

MV oonoem is that 1 do not believe that this coB^iany is reporting the 
ownership of the shares adequately. The fact that they are ell be^g 
treated as separate companies does not impact tba matter because they 
clearly have a link due to the original deposit, in station, some of the 
accounts also maintain a control relationship ev^ as indep^dent accomts. 
Therefore, an account like P86017043 (Quayle Ltd) , which made a sale of 
100 000 shares of Michael's on 09/02/03 should have filed a form 144 with 
the SBC because of their control relationship before the sale, bo we have a 
£L Zt tSS Jorm on file? This is an iR«K>rt«nt issue that I ^ not believe 
e-art he explained in a paragraph and without docuioentation. I know that this 
tSne wiS teke a lot of time to resolve, but I do not believe that we 
understand their business, and I want to make sure they are in compliance 
with SEC regulations. Thank you for the preliminary information. 

Zachary Pinard 

Risk Apa lyat---Fid elity Investments 
tel. en^ 
fax 617-” 

Boston, 


— --Original 
From: Hursh, Margo 
Sent; Wednesday, F ebruary 18 , 
To: zachazy.pinard^^^BHB 


2004 1:56 EM 
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From: 

Sent: 

To; 

Subject: 


Schaufele, Louis J 

Tuesday, January 26. 1999 8:59 AM 

Cohen, Michael C 

RE: Sarnia. Greenbriar ar>d Quayle 


for the 100th time the client never was an affiliate nor had to file when sold, stock Is clean. 


Ofigh^ Messrs — 

'From: CiHin.l«chia”C — - 

S«nt: Maiday, January 25. 1999 3:51 PM 

To: ScJ'aufeJe. Louis J 



Lou- 


Just to confirm. ..The shares we are holding have never be«i restricted and our counterparties are and were ivit on 
trade date considered affiliates. They client vwll not have to file when they sell their shares. 

Michael 


I Permanent SHbcommfttce ob iDvestigations 

^JEXiUBIT#66^FWJ3^ 


CC 041983 
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214='S'l8i45 9 


April 27, 1592 

Kr. EusBsll Colllst.r 




Isle of Kan 

British Isles 






Doar XT. Colllatar, 


X bad a abort diacuBSlon with Roimlo Friday regarding your traramitta' 
of April 24. z wanted to nalce enre you were clear on the reporting/ 
volume aelling requiramente of theae eecurltiea. The aecuritias 
owned by Little Woo^ Llalted (1€€«500 option*) « Koaring Fork Lialte.1 
{164,500 optiona} and Beat Carroll Limited (447,000 option*) will be 
registered aecurltiea of Sterling software when exercised. Michael 
Frenches firm can provide Lome Bouse and the banJcs with which you 
having discuaaiona, a legal opinion abating that these securities arv 
not subject to any Securities and Exchange CoBmlsslon Form 144 vo)ur..: 
Kules and that the securities in no way need to be aggregated with 
Settlors of the Trusts - Charles and Sam Byly. 

From my discussion with Ronnie Z gather the banks are showing concer?^ 
that the eventual benaf Iciaries « the children of Charles Wyly and Stuc 
nyiy are shareholders (they are not directors or officers at this time 
Again, these shares would not be aggregated for volume rule selling 
purposes with the other shares owned by the children. The only 
requirement for reporting to the Security Sxchange Coxxalsslon is to 
file Form llD which just States that Lome House beneficially contr' ' 
votes more than 5% of the outstanding stock of Sterling Software. 

Let me know if you require any further information regarding the: > 
securities. I have a contact with Credit Suisse Z will pursue, if it 
looks good Z will get back to you and autke an introduction. 


Regards, 

^ '"i 

~ o>-i zis *•''1 

Sbaryl' )lober|(son 
6060 K. Central Expressway 
Suite 1100 LB-31 

Pallas, Texas 7530S 

CCS Michael French OvMc/ - 

Tj^Av:. 


^ Wlfocc 

Pgrmanftnt Subconunittet on iDvestlgatioos I 
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06^000 15=10 LEUpiBROTWRS * 3197240 ^^ 

LEBMAN BROTHEtu 


HD.920 KT? 
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- Redacted by the Permanent 
tt'ihmmroittee on Investigation^ 


0£/33/2000 15t i® i£Hf1 P^* B t^TbERS * 91972409i9&5 



LEHMAN BROTHERS 


BBSZ 


JunrSBrlOW 



Oensttl Counsel 
MictuBliStot<a.Inc. 

8000 Bent Branch Dnvei P O. Box 619566 
DallaS'Port Worth, TX 75261 


Ro; Rule 144(k) Legend Removal Request 


Dear Mr. Beasley: 

In accordance with Rule 144(k). enclosed please find our request to ^ 
restricave legend on 466,667 ilutrea of Michaell Stores. Inc., common stock, legtstered 
in the name of Elegance Limited. 

Please eontaa the transfer agent for removal of the 
shoul d have any q ueiiions or if I am emitting required mfoimatton, please call me 

(ZODflilBI 

urai fnr voUr UUStflllCt. 


Sincerely. 



Centtal Transfer Group 


1« HUDSON mw8T, KA 

jsianr cnv.NiJw jabsY w>02 


MSNY 025474 


Permanept Subcommittee on Investieatiops 

EXHIBIT #66 -FN 837 




it 


l«yll254TS 




JW S«Si«« «>» wl* 
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07/20/2000 11:06 LSHMBN BROTHERS •> 919724091655 


NO. 022 P02 


LEHMAN BROTHERS 


Dale: July 20,2000 


Mr. Mark Beasley, Esq 


— _ — Michaels Stores Ine 

8000 Bent Branch Drive 

Dallw-Fort Worth, TX 75261 

1 = Redact^ % the Rmancnl 

1 ™ 




Re; Rule 144(lc) Legend Removal Request 


Dear Mi.Bea«ley, 

In accordance with Rule t44(k), enclosed please find our request to remove the 
restrictive legend on 150,000 shares of Michaels Stores Inc common stock, registered m 
the name of East Baton Rouge Ltd. 

Please contact youi trensfer agent with instmctions to have the resttictive legends 
removed. If you should have any questions onf^^itting required infonoation 
please call the undersigned at telephone 201|BliHIIP 



• Natalie MaksK 
Lehman Brothers Inc 


LtHMAJS BROTRERS, INX. 
lOl Hudson Slreet Jersty Cily, N I 07302 


Permanent Subcommittee on IpvesHgations 

y.XHTBIT #66 - FN 837 
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07/20/21303 luas LEHMAN iWGTHERS ^ 313724391655 ''^'•“44 

Yi'tf 

:i:. liit i;^4:^u.•.. '.T:m Sl 5ir: j YiS, 


Lehman Brothers 

Rule 144 (k) 

Lcseud Removal RoquuI 



Usucriribntf 

t^iCMUSSIVitES 

Jiji. 

To*, tekmnti Brothers Inc. 

Qi.uury 

aw (fcs. ecwjntin 

Aeteatioti; 

/S0,6OD 

6«>« svtpN^ 


Thz uBdcrii^ed secto to OUtltt the rcmoviJ cf t)l kfcnas sa\i wop uwafer iasttucpons tfit: pefUtf to Ae al^Bve-ii&icnhfcj «tTu r ititi 
I' Swuriiies*') «f 4he ■bov« nieRfian«! Issuer ( •Usuef"), pun«a« to SSC svWVkce undtr pjngfjph (k) of Rule 144 uadu £b« Sscuritiss 
Act of 1933. 


yom i m ttg> weK Pile for a nemi*^ yaw ijii. 


Tht sc^tii^itien {ktiils rc^ftKiuig fitw Sccuriocs a:o u follows: 


Ttut ot <ne 
Cja<« 

Osic Yoo 
Asauitea 

Naurt er,<:^aui8«5 

TraMaeOos 

Name «f fsrtOA rrom whoa. fcatiueS (>r 
gtfv ^so give die dsic donof ac^tiUod^ 

MtiMn: «f 
5«cvKtt0 
AenuiKd 

of 

yjyssot 

Ntftire of 
Payaeei 




Urm^h L 

i 

^tw, die, 
fl/c. 

75 ; DO) 

]lS',CsOD 

ifM: 

liHln 

cmh 

ca^ 


IsitjruetoRi; If !he Sesu«ti« wm purciuscti vid Sjll payrnwi for U^ftIn wsj tio< Ip cash V- ibe litt* si pwcbssc, eqdaia the OMcae uid 
lirrJng of rho eoeutitfemion. U <hc sonsi^cranon coASi^tcd of a ooc or oibcr ohlieibon. or ii psymeai oao! ia iastalicBenB, 4esctb« (he 
inaAsoiGOt ud itsse when the noes oreiiier cbliciiion wu diichorfed InfuU art^elvt instrJImbntptld. 

i undmcwd (hit the Sesta^dw are ’'reitticjed recurio'es" (tesuriries orifiMlly sj^uitea directly or lndl"»ciy ftoa (lie Isswr. er Dorn wi 
ifniiate of Uift lisutr. (n « {ransataoa not involving 4 public offerioj;). 1 io» aoi a Rots loi-dsfaed • afliiiate" of the »bff»e Issuer {a 
perjoft th« d/Mily ar indlcBctly ihroujn on# or arwre in«rocdUhes. ccr.iols. ts cantfolW by or is in eomncn cantroJ * 101 . the hnu) 
artd ftftv* not be-n an “affinace'' for t( Isjsi tb; pricr (hruc jDonths. I sm not scing in ccneen iny ctV.sr persoa in selli&g the 
iocuiitiso. Ner srs 1 cngtgcd cnspiin with anyone else to dispose of iheSeconiiu. 

1 am not swveef any lacu or eixecmsan:ss ioaioadng that I am an "oode^ofiter’' oftheSenhdc: or that this mt^oesi for removal ef the 
restrictive '.ejeoo is pars of « ‘'distrlbuboa-' of djc SeC'i'lUcs of the Issuer as these tents va itnnsi m or applied iwder (be SeeuMes A« 
0fl«3. 

I hereby aulhorite you, if you cicern it necessary, 10 contact my attomay. 

f Aomr and teiephone numberi , 

the Issuer, iu nnsfer ageni, and ifitir igenis and rapreseauuves concccrtics this mwacoon. I hereby coofuns thae tli of (he informaijoi) 
contained in Util letter is vve Uvd cctrect and can bs teUctI era by you uul the abeve psrsofts. I also igrss to nodfy you peoRiscly of afly 
cjjAages in the fics i •■Trh in iif ’«icr. 


Pnnt'Name of Seilc 

£/^sra=‘ro/M ^ocee umcreo 


SueecTZai 



AeceuBt Natnber 


shijirO 


iignscvreefieUsr 

-Na.m8 of Seller 


Post-Jt” brand fexiransminal memo 7571 » /D ! 



Co. 

Co ' 

Dept. 


fase 

F«f t 


MSNY 006416 
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Jackson & Walker, l.l.r 

ATTORNEYS ANO COUNSELORS 

•0« MAIN ST^£T 
SUITE eooo 

DALtAS. TCXA5 7SE02-3797 

CABCE- JWAU 

TSLCX-7».3eS SS3-SOOO 

TCLECOPICR lSiA) BS3-SBZZ 

Charles S. Gilbert 
< 214 ) 953-5674 


OTHER UlCATlONS 
HOUSTON 
PORT WORTH 
SAN ANTONIO 


June 24, 


Harris Trust Company of New Yoric 

77 Water Street 

New York, New York 10005 

Attention: Joseph McFadden 


Re: Michaels Stores, Inc. (the "Company") 

Gentlemen: 

We understand that Locke Ltd. (the "Stockholder") from June 16, 1997 through June 23, 
1997 sold 245,454 shares, and has submitted certificates representing some number of shares (the 
"Shares"), of the common stock, par value $.t0 per share (the "Common Stock"), of the Company 
issued in the name of the Stockholder. We further understand that the Stockholder acquired the 
Shares pursuant to the exercise of options acquired in a private transaction. 

In reaching the conclusions expressed in this opinion, wc have examined and relied on such 
documents, corporate records and other instruments, including any broker or seller representation 
letters submitted to us in cormection with die aforementioned transaction, and have made such 
further investigation and inquiry relevant to the aforementioned transaction as we have deemed 
necessaiy to the opinions expressed herein. Wc have assumed that all certificates tendered have been 
properly endorsed, that all signatures on all documents submitted to us are genuine, that all 
documents submitted to us as originals are accurate and complete, and that all documents submitted 
to us as copies are true, correct and complete copies of the originals thereof. 

Based on the foregoing, we are of the opinion that the sale of the Shares may be effected and 
that new certificates evidencing the Shares may be issued without a restrictive legend. Of course, 
any replacement certificates returned to the Stockholder should continue to bear all restrictive 
legends. 



399596(1 VO 

MSNY 025121 


PermsDcnt Subcommittee oo lavestigatioDS 

EXHIBIT #66 - FN 842 
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This opinion is being delivered to you for your sole use and benefit in connection with the 
aforemention^ transaction and may not be relied upon by any other person. 



cc: Mark V. Beasley 


3»596{2yD 


MSNY 025122 
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ATTOfaierS ms COUKSELIffiS 

M«n Slmt. Suiti 6900, O^as, Texas 75202 
{214} S53-6000 Fax (2T4) 653-5822 


JACKSON 

WALKER 

LL.P. 



Harris Trust Company of New York 

77 Water Street 

New York, New York 10005 

Attention: Joseph McFadden 

Re: Michaels Stores, Inc. (the "Company") 

Gentlemwi: 

Wetmderstand lhat Quayle Ltd. (the ''Stockholder") from June 30, 1997 ihrou^ July 1, 1997 
sold 300,000 shares (the "Shares"), and has submitted c^ificates representing some number of 
shares, of the common stock, par value $.10 per share (the "Common Stock"), of the Company 
issued in the name of the Stockholder. We further understand that the Stockholder acquired the 
Shares in a private transaction. 

In reaching the conclusions expressed in frtis (pinion, we have examined and relied on such 
documents, corporate records and other instruments, including any broker or seller representation 
letters submitted to us in connection with the aforementioned transaction, and have made such 
further investigation and inquiry relevant to the aforementioned transaction as we have deemed 
necessary to the opinions expressed h^in. We have assumed that all c^frcates tendered have been 
properly endorsed, that all signatures on all documents submitted to us are genuine, that all 
documents submitted to us as originals are accurate and complete, and that all documents submitted 
to us as copies are true, correct and complete copies of the originals thereof. 

Based on the foregoing, we are of the opinion that the sale of the Shares may be effected and 
that new certificates evidencing the Shares may be issued without a restrictive legend. Of course, 
any replacement certificates returned to the Stockholder should continue to bear all restrictive 
legends. 


1598299.1{7)/D 

Austin • OaRas • Fart Worth • Houston * San Antonio 

MSNY 008917 





3975 


This opinion is being delivered to you for your sole use and braefit in connection with the 
aforementioned transaction and may not be relied upon by any other person. 




cc: Mark V. Beasley 


1598299. 1{8)/D 


00^18 
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JACKSON 

WALKER 

L.L.P. 


tTrOWm MD COUNSEIORS 

SOI Mjin Street, Sail! 6000, Oallet, feja! 75202 

1214) 9536000 Fai 1210 953 5822 


Chirks S. Gilbert 
(214) ^5^56^^ 



October 27, 1997 

Harris Trust Company of New York 

77 Water Street 

New York, New York 10005 

Attention: Joseph McFadden 

Re: Michaels Stores, Inc. (the "Company") 

Gentlemen; 

We understand that Elegance Ltd, and Devotion Ltd, (the "Stockholders") on or about October 
22, 1997 sold 83,334 and 83,333 shares, respectively, (the "Shares"), and have submitted 
certificates representing some number of shares, of the common stock, par value $, 10 per share 
(the “Common Stock"), of the Company issued in the name of the Stockholders. We further 
understand that the Stockholders acquired the Shares from the issuer in private transactions 
prior to one year preceding the date of the sale of the Shares. 

In reaching the conclusions expressed in this opinion, we have examined and relied on such 
documents, corporate records and other instruments, including any broker or seller 
represenution letters submitted to us in connection with the aforementioned transaction, and 
have made such further investigation and inquiry relevant to the aforementioned transaction 
as we have deemed necessary to the opinions expressed herein. We have assumed that all 
certificates tendered have been properly endorsed, that all signatures on all documents 
submitted to us are genuine, that all documents submitted to us as originals are accurate and 
complete, and that all documents submitted to us as copies are true, correct and complete 
copies of the originals thereof. 

Based on the foregoing, we are of the opinion that the sale of the Shares may be effected and 
that new certificates evidencing the Shares may be issued without a restrictive legend. Of 
course, any replacement certificates returned to the Stockholders should continue to bear all 
restrictive legends. 


1598299.1(17)/D mm mm 

Austin • Daliss • For! Wmtii • Houston . Son Antonio 


Permanent .Subcommittee on Investigations 
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This opinion is being delivered to you for your sole use and benefit in connection with the 
aforementioned transaction and may not be relied upon by any other person. 



CSG/lf 

cc: Mark V, Beasley 


1598299.1(18)® 


MSNY02S088 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Schaufele. Louis J 

Monday, 12:28 PM 

Cohen, Michael C 
FW; Options 


.WM— = Redacted by the Permanent 
Subcommittee on Investigations 


— Ori^nal Message— 

From; tOienningtcnShtsLcam p 

Sent: 


Here is what Sam holds: 


CA Option exp. 10/06 strike 25.071 > 859,185 sh. 

CA Option exp. 3/07 strike 24.1835 - 112,680 

MIKE Option exp. 3/04 - strike 17.9065 - 400,000 sh. 

MIKE Option exp. 8/05 - strike 35.00 - 100,000 sh. 

There is also 589,536 shares of MIKE held by Tallulah - margin balance of 
$10,860,000 against it. 

Let me know your thoughts - 1 think we are planning to sit back down with 
Sam later this week to discuss alternatives. 


Thanks 

Keeley 


The preceding e-mail message (including any attachments) contains 
information that may be confidential, or constitute non-public information, 
it is intended to be conveyed only to the designated recipientfs). if you 
are not an intended recipient of this message, please notify the sender by 
frying to this message and then delete It from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended 
recipients is not authorized arKl may be unlawful. 


Permanent Subcommittee oa Investigations 

EXfflBIT #66 - FN 843 


CC 031044 



3979 


From: 

Sent: 

To: 

Cc: 

Subject: 


Schaufele, Louis J 

Friday, September 28, 2001 10:11 AM 
'sam wyiy'i 'evan wyly' 

'keeiy hennington' 

MIKE 


t received the instructions from Keeiy on the MIKE safe. Cfewously ! gomg to proceed, I need to cover some details 
with Keeiy first. Not to beat a dead horse but with the stock down what if I could give you 88% of the effective sales 
f s (app r ox im atel y $ 1 8.3 mm ) -3nd- y o u wou l d h a v e ups i d e i n th ' ‘ ■• - - - - - 

J 35); In doing this you do not have a taxaWe event till -2003.- 


indicative values, no representation is made that any transaction can be effected at the values provided and the values provided are not necessarily the 
values carried on Lehman Brothers' books and records. Lehmem Brottiers ^li fwt be liable In any reject for the provision of this information, its 
completeness or its accuracy. 
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Fnun: Fcaw. B® 

Sent: Wednesday. October 03, 2001 3:11 PM 

To; Drurnmorwi, Twees 

Subjselt RE: 637-20333 Devotian Ltd. 




Onsrarsnd.TmN 
w«»iMda».toe>0Tas.2fl(>i sasPM 




-KgQBag- 
imiMrtame; t«an 

B% Matt and Chris, 

KSchari Cc^en wffl be condng to tagk to you about a bade ttist the above refwerwjod account wants to do. 


Hwy currerttly own 7624)00 of Michaats Stores, they Sire not an effnete 
Th^ want to purct^se SBO.tKXh &t» of Micnaels on msrgirv for a snort padod of time. 

DewaUon is doing s forward s^e through darivath/ea to come up vrtth Ihs earti for the piwhase but I take ^)out a 
or so b^ore the pnieeeds are avsDatrte. 

<^n we do the trade, erfo can do k sowrer versus tabr? 


ThardUh 

T 


Pprmanpnt Subcommittee on Investigatioos 
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Confidential Treatment Requested 


CC 27641 
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From; Schaufeie, Louis J 

Sent: Wednesday. October 03, 2001 4:09 PM 

To: Cohen. MicbaelC 

Subject: Dewrtion LTD 


M'Kdiete is out but I believe tttat one of the ordinal trades we dM was in Oewtion LTD {over +5 years ago). 

Devotion Lanited is a n on a ffifiate holde r o f Mic^aei Stores and currently hotos ^82.000 snares ciean ahd unrharglned. 


the address: 



Prospect Chambers 
Prospect Hfll 
Douglas, lOM 
IM 1 1ET. Br#ish Isles 

Telephone 44 1624 626561 

Fax44 1624 626580 

E-Mali; mall@lnter-continental.md3.net 

PrincijMls (an are senators): 

Christopher Michael ABix- Director 
Charles Colin Flatten- Direclor^cretary 
Andrew Peter Wallis- Dtredor 

Please start the process of paperwork for a SPiE 40% upside. 


Tto message is for infotmationat purposes only sntf Is imerKtee orUy for the desigflated lecipiert. « shouW iwt be reSed t4>on or regarded sa an offer to 
sell or as s soikataiion of an otter to arvy pr^uU, as an official confinnation. or staiemeiU of Lehmart Brothers or is afSitiles.VWh respect to 
iruiicalive values, no rer^esentafion is made that any tfanaacflon an be effected al the vafoea provided artd the vafoes provided are rrot rtecessarily the 
values carried on Uehmart Brothers' books and records. Lehman Brothers shal not be liabfe in any respect for the provision oi tMa informslion. its 
com{^teness or its accuracy. 


Confidential Treatment Requested 
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Confidential Treatment Requested 
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Confidential Treatment Requested 


CC 27645 
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From; Schaufeie, Louis J 

Sent: 'n>ursd3y, October 04, 2001 12:10 PM 

To: Cohen, ’Michael C 

Subject: RE: AfflBate status 


gh« me a break, why cant It be a ietter{ this te not a big deal to the dien! but It Is to roe). I think we are being a Ifttle to 
zealous here. 9>e only reason this happened fe us ejplaining to them the transactton. we are over lawyering I am 



He is jammed rl^t now. REDACTED ’ ® 

Me 


Sent my Comstar Vtfireless Handheld (www.comstar1nteractive.com) 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Ccrtien, Michael C 

Friday. October 05. 2001 5:53 PM 

Gittings, David 

Bizer, David S 

Devotion 


Dave - Below are the Facts to dale on the devoilrw trade. 


Devotion Lid. wants to enter into a three j«ar Pre-Paid Forward Micha^ Stores. Devotion' ts an fele oF Maii cc^.lharis owni^ 
by a trust whose beneficiary's are either children or grandchikircn of Sam Wyiy. The trust is run by independent trustee. Lehman 



place from earlier trades on Sterling Software done while was an affiliate of that company. 


As with all trades we do where we are borrovdng the client’s shares and desire to have a ph>«ical settlement ration, we need to be 
satisfied that the client is not an affiliate of the issuer. The client is willing to rqtresent to us that it is not an affiliate and Michael 
Stores counsel, Bob Eastep of Jones Day, has spoken to Gordon em the issue. Bd) told Gordon that Devotion is considered an 
affiliate by Michael Stores. However, he also indicated that he did nut necessarily agree with that determination. Gtvdon rightly 
requested more comfort on the issue, it vms hc^)cd comfort would come in the form of an opinion. 


This afternoon we s^5oke with the Bob Eastep and a colleague has a securities background. John McCafertv. and Rodney Owen 

who is counsel for Devotion. They ail reiterated that the client was not an affiliate of MIKE. REDACTED 

Since none of these attorney's have 

been asked to ever investigate those details, they could not render the opinion wc have asked for. 


I believe Schaufele, the Iwokcr in Dallas who works with bmh Sam and Devotion, is in the best position internally to talk about 
the clients past action to see if they act in concert. 


Additionally, Lehman has a history on Michael Stores where "on shore" affiliates entered into collar transactions. While these 
trades happeied prvOT to my joining the firm, I undasiand that the company rqxjrtcd negative ncw« and the stock fell sh^ly, Since 
that lime I have spoken to Mark Sanborn on every trade we have done with entities related to the Wyly's in order to make sure 
Lehman is comfortable trading. In every case we have been comfortable. 

Siggi has spoken with Mark Sanborn about this trade and Mark has said that he was comfortable doing the trade if we make certain 
that the documentation is right and that the client is not an affiliate. (Siggi can probably expand on this if necessary). 

One other fact has come to light this afternoon. Lou has in his files copies of 144 paperwork from Devotion in 1998 when they sold 
shares of MIKE. These papers indicate that the stock was being sold under rule 144 because the shares had been acquired in a 
private transactitm from an affiliate and were thus rcstriaed by the rule. Under the question on the form 144 Relationship to Issuer. 
Uie client wrote, "NA". They also have 1 44k paperwork requesting the legends being removed at some later date as they were not 
considered affiliates and had held stock for the required time paiod. I assume an opinion svas written at this time by company 
counsel fix MIKE in ordo- to instruct the transfer agent to remove the legends. This could probably put into the category of 
interesting but not particularly relevant. 

REDACTED 

I do not behevc we will get an cpmion. 


Please call me with questions. Have a good weekend. 
Michael 

Tracking: R^etptent 

GiCir^, DaviC 
Bizer, David S 


Permanent Sabcemmittec on lovestieations 
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Crittenden. Michele 

Schaufele, Louis J 
Friday. October 05, 2001 3:50 PM 
Cfidertcten, Michele 
FW: heads up 

Importance; 


Frwn; 

Sent: 

To: 

Subject: 


— OfioHna! Message — 

Ffotn; Schautete.louteJ 



Cc: Haney. Kurt 

Subject: fwacte up 

Importance; High 


rrftiSwTJ.'rsrrei^rp^cr^^^ 

entities lor the past 5+ years you do not talk oHshore business with the family and all deahngs/orders come via phone and 
1 ( ritwrinrR and to me evervthino aooears in order. 


only lor the ttesignated recipient. » sbouid riot be relied upon or r^arded as a 




at the values provided and the values provided are not necessa^ the 


compleieness or its accuncy. 
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From: Schaufele, Louis J 

Sent: Thursday, October 04, 2001 8:08 ^ 

To: Cohen, Michael C 

Subject: status 


I spoke with the family last night, they do understand that vra will be collaring 20% more stock than Devotion wcHild be 
purchasing. I talked thru the risk of not doing this simultaneously. Here, is a negative which they did not bring up but ! bet 
Sam picks up on it. if Sam sells into the open market he must comply with mles of an insider on selling versus he can 
cmss it to Devotion. It means not as liquid and peit\aps multiple tiling. I also understand more why Sam won't do the 
fc»warxl, when we did the original collar on MIKE there was a lot of negative press (front page NY times), what vrauld be 
the best is if we could effe<^ our hedge into the open market then cross stock to Devotion as we get stock off on the US 
side or elsewhere (meaning if it TOuid happen in London that Is ok). Where are we on paperwork? What I am worried 
about is that if we make this to complicated then Sam is Just ^ing to sell. From a credit perspective I think that we could 
get Devotion to agree that if they do not get the forward done in X days we vwll raise the margin maintenance to 75%. i 
think Sam is going to went to get started selling his 589k today. 


TTiia tnesfu^a is for informatiorwd purposes oity and is intended only for ttw designated reci(^enl It should not be rellad upo^ or regarded as m offer to sell or 
as a sdidtatian oi an <^er to buy any product, sa an onicial conflrma&»i. or statement d L^man Brothers or its affiliates. With respect to indlca^ve valu^, no 
represeniaiiori is made iliat i»ry imisaction can be eflecled at tt>e values (Kowided and the valutas provided are not necessarily ilte carried c»t Lehman 
Bfcstiwfs' bocks and records, Lehman Brothers sh^l not be li^e in aiy rospcct for the provision of this information, its ownpteteness or Its acciiracy. 


- ^ 

Permapent Subcommittee on lavestigatiops 
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%om: khenningtoiMgSMI^ 

ient: ' Tuesday. October 09. 2001 5:24 PM 

To: Schaufele, Louis J 

Subject: FawanJ 


Hell, Bvan jusC called and said. Sam has decided co not go forward with the forward sale or 
Che call spread. He said he was sorry for wasting everyone’s time, but had just thought 
more-£dmut the transaction and was happy with what was done last week and just wanted to 
leave it at that. Give me a call if you want to discuss 

Than)cs 


The preceding e-mail message (including any attachments) contains information chat taay be 
confidential, or constitute non-public information. It is intended to be conveyed' only to 
the designated recipient (s) . If you are not an Intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Ose, 
dissemination, distribution, or reproduction o£ this message by unintended recipients is 
not authorized and may be unlawful. 


i 
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From: 

Sent: 

To: 

Subject: 


Spears, Jeff C | 

Sunday, September 09, 2001 11:12 PM 
Sailors, Thomas 
Fw: Re: next steps?? 


= Redacted by the Permanent 
Subcommittee on Investigations 


Looks good. 


-Original Message 


Sent: Sun Sep 09 16: 36r07 2001 
Subject: Re: next steps?? 


I think that we have made the decision. So we need to talk some logistics. I 
know that you need our "leaves statements", w-2 and check stub SH and I 
talked and given that the market stinks but probably more in^ortantly we 
really haven't tried to do anything since we started talking seriously with 
you, so if it is ok I am going to give you our check stub as of 6/30. We did 
do business in July and August I just don't think it is representative) . The 
other things that I can think about is: staff- currently we have 3 sales 
assistants, 1 clerical person (travel. Insurance gets lunch...) and 2 
analyst for our core product one of the 

analys t just got his CFA and the firm pays himfljl^ and we are paying him 
■■1^, the other is the computer whiz and does a great job. We would like 
to bring everyone but there are a couple of issues, most importantly we 
don’t want to do anything that would cause 0^ to rescind the stock that we 
have already vested {I want your legal pe ople to look at this and we are 
having our attorneys look at it as well, l■■■l^took and and it 

did not seem to be a problem) Alos the CFA analyst is now probably over 
qualified for what we need and although we still will have the core it isn't 
going to be a focus. The problem is I just don't think that we could leave 
him behind, I doubt fllll want him or any of our team but I really don't know 
what to do there. So you need to think of something in that regard. and 

I talked about seeing if could come over to BAC on a part 

time basis and help get things together for our clients, she could also 
learn your systems so that she could help our staff (I assume you remember 
her @ FBC) we don't know if she could do it but just a thought. From a 
timing perspective I don't think we could get everything together for ??30 
days. I know we don't want to rush this. I am having my secretary UmillP 
(she is the only one who knows what is going on, so if you need anythin^you 
can talk to her) get together documents and place them in my briefcase and 
then I need to get them copied (does im^have someone who could do this for 
us) and I could bring back next day, pretty 007ish but I don't want to 
jepordize any of the staff. I assume that whatever our staffs base salary is 
that it won’t be a problem (my problem is going to be to get those numbers). 
Obviously we will have to talk to our accounts but again that can be over 
the next few weeks. I will have to go to Isle of Man after we arrive, I have 
seve ral o ffshore accounts (some Wyly related). One thing that you mentioned 
when left was Maverick, what were you thinking there, I know would 

want your best and brightest but I do think I can help there (maybe a 
quarterback role??} I think that^d^® great but on any issues that we have 
I wan^^to discuss that with you i^^E have a prob lem. We probably need to 
give another a lias, ju st tell him to call asfddand don’t give a last 
name. I will alert BHHIB' ^ really excited about this and look forward 
to working at BAC but I know that the next 30-60 days are going to suck. We 
are going to need to talk, if it is at a ll possible can you get to dallas in 
the near terra, maybe for dinner (dlHB^ou and I)? my palm is broken 
Original Message 
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From: "Spears, Jeff C” 

To: <leeschaufele4llHMBH||^ ~ by the Permanent 

Sent: Saturday, September 08, 2001 1:42 PM L Subconmittee on Investigation s 

Subject: Re: status 


> What is a go od n inriber to reach ou? I will call you tomorrow afternoon. 

> I talked to and he really wants to work this out! He thought your 

> meeting went very well.. 

> Sent from my BlackBerry Handheld. 


'>'''''IMFD'RTANT'TIUTICE'S': 

> This message is intended only for the addressee. Please notify 

-t-he — 



> intended recipient, you may not copy, aisciose'; dr dtstribute this message 

> or its contents to any other person and any such actions may be unlawful. 


> 

> Banc of America Securities LLCC'BAS”) does not accept time 

> sensitive, action-oriented messages or transaction orders, including 
orders 

> to purchase or sell securities, via e-mail. 

> 

> BAS reserves the right to monitor and review the content of all 

> messages sent to or from this e-mail address. Messages sent to or from 
this 

> e-mail address may be stored on the BAS e-mail system. 

> 


Confidential Treatment Requested 
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I .- .ii,^artedbvlhePemiimeiit 

I Subcommittee on In vestigations. 

From: C fl||||||||||||||H|||||||||H 

Sent: Sunday, 0ctober07i200^2!l^^^^" 

To: Wallace Jr., Kenneth C. 

Subject: FW: Checking In 


GREAT NEWS!!! Please look into this first thir^ on Monday and be ready for a call from Lou. 
Thanks — • 


Jeff ^ars 

Banc of Arnica Securities LLC 



— Original Message — 

Fr<HT): Lee Schaufele 

Sent: Saturday, October 06, 2001 7:20 AM 

To: Spears, Jeff C 

Subject: Re; Checking In 


Pwhat 

i wanted your numbers about is i may have a trade for you guys, a fofward 
sale in MIKE. For kicks you might just price Syr fwd with 40% upside, you 
can use my stock to borrow, clean and non affiliate, this is for an offshore 
corporation ( Isle of Man). The OC is owned by a trust whom the 
beneficiaries are Wyly family children/grandchildren. MIKE’S counsel has 
said that they do not consider it an affiliate, they are not listed in the 
proxy but our legal eagles want something more which is ridiculous. I still 
may get it to happen but... I think that this gives me a great reason to 
talk with Sam. On another note I think that it will be a tough but great 
game, talk with you next week, on the mike, make ken Wallace aware of the 
request and If i need anything on it i will call ken. 
thanks 

— Original Message • 

From: "Spears, Jeff C" ^ 

To: "’Lee Sc^iaufeie’" _ 

Sent; Friday, October 05. 2001 6:15 PM 
Subject: RE: Checking In 


» Jeff Spears 

* Banc of America Securities LLC 


> > — Original Message- 

> > From: Lee Schaufele 

> > Sent: Friday, October 05, 2001 3:27 PM 

> > To; Spears, Jeff C 

> > Subject: Re: Checking in 

> > 

» > I may need to talk to you this week end. Leave me some numbers where and 
» > how 

> > i can reach you. also i have not gotten the reu comments. 

» > thanks 

> > — Original Message — 
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From: 

Schaufele, Louis J. 

Sent: 

Thursday, February 14, 2002 11:59 AM 

To: 

'michelle boucher' 

Subject: 

accts. 

1 wanted to show you what 

1 have sent to Charles and Sam: 


Memo to: Charles and Sam Wyiy 
- f ro m: Lou Schaufe l e 


I spoke with Keely yesterday and 1 would like to thank you for your support. One of the things that Keely brought up was 
th e confident i a l ity ikue-be tw e en a nnnunts and t^ bank That is something that I am very aware of. There is a "Chinese 


Lehman (which is a good thing). Each entity is going to oe « 

Lehman it evolved to the point that Lehman viewed some of the accounts (off and on) as linked. They went as far as 
getting the counsel for Michaels on the phone to see If they viewed the offshore accounts as affiliates. Even though the 
counsel did not view the offshore as affiliates, Lehman chose to treat them as affiliates. Should the offshore accounts 
come here they would come as independent new entities, which I would work to maintain. Again I just wanted to let you 
know that 1 am very aware of the situation and will work accordingly. Again thanks for your confidence. 


I Permanent Subcommittee on Investigations 

_^EXHIBir#66jra85^ 


Confidential Treatment Requested 


BA 0563: 




3997 




From: 

Sent: 

To: 

Cc: 

Keeiey Hennington 

Wednesday, February 20, 2(X)2 6:15 AM 
"Michelle Boucher" «Jm||||||Hmg||||^ 
Shari Robertson 




I had this 

discussion with Lou last week and he wrote a 

memo to Sam and Charle 

s addressing 


broker side 

He actually thinks this will be better at 

Bbt A because they hav 

e never ' 


dealt with Michelle's accounts whereas Lehman was beginning to view all as one big entity 
(as evidenced by the problems we had on the MIKE swap we worked on earlier in the year) . 

I guess only time will tell if it is going to be a problem, but Lou is very aware of the 
potential for problem and has promised to keep separation. 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients Is 
not authorized and may be unlawful. 


"Michelle Boucher" 
02/19/02 07:26 PM 


To: <khennington 
cc : 

Subject: Fw: Lehmans 



I thin)c SW/CJW have thought about this re: Chinese walls, but here's Shari's comments. 
Michelle 

Original Message 

From: <shari_robertson8 
To: "Michelle Boucher" 

Sent; Tuesday, February 19, 2002 6:34 PM 
Subject: Re: Lehmans 



> I'll need to ask Lee on Biake/Lynchburg . The only concern I have, 

> which the Wyly's should consider also, is that my banker {where I 

> borrow money) is now affiliated with my broker (where the bulk of my 

> assets are) . Okay to move Vasper. 


> The information contained in this e-mail message is intended only for 


Confidential 

SEC_ED00009278 

Pernmacat Sabcommittee on lavestigations I 
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7= Redacted by the PeimaBent 

on Investigations^ 


> the personal and confidential use of the recipient (s) named above. 

> This message may be an attorney-client communication and as such is 

> privileged and confidential. If the reader of this message is not the 

> intended recipient or an agent responsible for delivering it to the 

> intended recipient, you are hereby notified that you have received 

> this document in error and that review, dissenjtnation, 

> distribution, or copying if this message is stricmy prohibited. If 

y m.i . ha-vj? np.r-.f>..i..vpd this communication 

in 


> error, please notify us immediately by e-mail, and delete the original 

> message. 



<shari_robert son 



cc: 

Subject : 


02 / 19/02 01:08 
PM 


> Lou’s move to BofA was final last week. Sam & Charles have consented to 

> moving all their stuff with him. I'll copy you on Keeley's email 

> confirmation to me. CJW had some confidentiality issues and Lou 

> addressed them for him. 

> 

> Please confirm we should move Blake/Lynchburg as well as Chisholm/Vasper. 

> 

> Lou is planning on travelling to lOM to ensure everything is properly 

> executed and pay everyone over there a visit. 


> Michelle 


Confidential 
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Sent: Tuesday, February 19, 2002 

To: Harris, Virgil E.; Schaufele, Louis J. 

Cc: Sailors, Thomas 

Subject: Registrations 


lou TsthrOTrrymgmberofTOurteamthatis-effecttv&with-BASas-Qf^tonday., geb^l-9tb-which_mflan5;that nniy i ng i«; 
authorized to enter orders, open accounts, speak to clients ^.e. function as a broker) at this time. We are worWng to get 
Jfafi-Otbe£iB ^^ere of ypur t ea m effective w tfa-BAS-as-s nnn a s poss ible. Please let me know if vou have any questions. 


Cindy L. Keilen 
Vice President 
Sales Supervisor 
Banc of America Securities 


Fax^SS 


This communication is for informational purposes only. It is not intended as an offer or solioitation for the purchase or 
sale of any financial instrument or as an official confirmaf/o/i of any transaction. All market prices, data and other 
information are not warranted as to completeness or accuracy and are subject to change without notice. Any comments 
or statements made herein do not necessarily reflect those of Banc of America Securities LL C. BA S does not accept 
orders to buy or sell securities via e-ma//. 
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Heatter 

lOiaft plAptiLS, lOJg 


SETTLEMENT AGREEMENT 


This Settl e ment Aeryment (this “A greem ent”), effective as of April _ 


2005, is entered into by 


Sam '^ly (each ai “Insider" and collectively, the "Insiders’ ir 
Insiders may be referred to individually as a “Party” or collectively as the “Parties.” 


RECITALS: 


A. WHEREAS, each Insider has been and continues to be subject to the reporting and liability 
provisions of Section 1 6 of the Securities Exchange Act of 1 934 (“Section 1 6”) wife respect to 
transactions involving the Company’s securities; and 

B. WHEREAS, the Company was recently advised of potential issues that may exist under 
Section 1 6 related to trading activities in the Company’s securities by certain irrevocable non-U.S. trusts 
and related corporate subsidiaries affiliated wife the Insiders (fee “AfSliated Entities”) during the period 

[ 1 through and including f ] (fee “Transaction Period”), which 

transactions may be attributable to fee Insiders for short-swing liability purposes under Section 16 (fee 
“Transactions"); and 

C. WHEREAS, fee Insiden have informed the Company that, with fee assistance of counsel, 
each has concluded that he may be deemed to beneficially own certain securities of fee Company 
currently or previously held directly or indirectly by fee Affiliated Entities, which ownership may have 
resulted in one or more of fee Insiders being deemed to have engaged in transactions in the Company’s 
securities in a manner inconsistent with fee trading restrictions established by Section 16; and 

D. WHEREAS, the Company and the Insiders each desire to resolve any past, current and foture 
disputes and clmms among them arising fi’om or related to ttansactions in fee Company’s securities 
engaged in by the Insiders and/or fee Affiliated Entities feat may have been inconsistent wife Section 1 6 
during fee Transaction Period; and 

E. WHEREAS, the Company and each of the Insiders acknowledge feat the settlement 
contemplated by this Agreement (i) was fairly and honestly negotiated and (ii) represents a fair and 
reasonable resolution of any potential disputes or claims under Section 16 among the Parties relating to 
the Transactions. 


AGREEMENT: 

NOW, THEREFORE, in consideration of the premises, mutual promises, covenants, conditions 
and obligations set forth herein, and other good and valuable consideration, the receipt and sufficiency 
of which are hereby acknowledged, the Parties agree as follows: 

1 . Payment of Section 16 Short-Swing Profits . For purposes of settlement and without 
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admitting any violation of Section 16, each of the Insiders hereby agrees to promptly pay the 
Company his pro rata share of any Section 16 short-swing profit liabilities that the Company may in 
good feidt determine is recoverable by the Company as a result of the Transactions as reported by the 
Insiders in Section 16 reports filed with the Securities and Exchange Commission as provided in Section 
2 below. Each Insider farther agrees, within thirty (30) calendar days after receiving notice from the 
Company that flie independent directors of the Company (with the assistance of senior management) 
have determined the Insider’s pro rata share of the Section 16 short-swing profit recoverable by the 
Company in connection with &e Transactions, to deliver to the Company, in cash or other immediately 
available flmds, the a mo u nt set forth in the Company’ s no ti ce to t h e In s i de r . 


2. Reporting Obligations of Insiders . In connection with the settlement contemplated by this 


wiaylgregnire d u n der Sce tie n 16 (and the nil e t pmmi ilg iitivi thfrwinrt u T) to hilly a nd cnmple i e ly ^ 

disclose the Transactions, which filings will be made as soon as practicable. 


3. Release . In connection with the settlement contemplated by this Agreement, the Company 
hereby agrees to release and discharge forever the Insiders and each of fteit representatives or agents 
fiom all liabilities, claims and demand rights the Company may have vmder Section 16 against the 
Insiders arising out of the Transactions and related activities during the Transaction Period. 


4. Agreement Does Not Control Undisclosed Transactions . The Parties acknowledge and agree 
that this Agreement does not apply to any transactions in Company securities undisclosed to the 
Company that may potentially violate Section 1 6. The Company retains all of its rights and remedies 
with respect to any undisclosed transactions in the Company’s securities by the Insiders and/or the 
Affiliated Entities, during the Transaction Period or otherwise, that may be inconsistent with the 
requirements of Section 16. 


5. Authority to Enter into Agreement Each Party represents and warrants that, as of the date of 
this Agreement, such Party has the right and authority to execute this Agreement. Each Party further 
represents and warrants that such Party has had the opportunity to consult with, and has consulted, legal 
counsel in connection with the negotiation and execution of this Agreement 

6. Notices . Any notices and communications permitted or required to be made under this 
Agreement will be in writing and will be delivered personally, or sent by registered or certified mail, to 
the intended Party at the Party’s address set forth below or at such other address as may be supplied in 
writing. The date of personal delivery or the date of mailing, as the case may be, will be the date of such 
notice or communication: 


If to the Company: 

Michaels Stores, Inc. 

8000 Bent Branch Drive 
Irving, Texas 75063 
Attention: Secretary 
Telephone: (972)409-1300 

If to the Insiders: 


Attention: 
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Telephone: ( )_ 


7. No Waiver . The Mlure of any Party to insist on strict performance of a covenant hereunder 
or of any obligation hereunder will not be a waiver of that Party’s tight to demand strict compliance 
therewii in the future, nor will the same be construed as a novation of this Agreement. 


8. Entire Agreement This Agreement sets forth the entire agreement mid understanding 
between the Patties with respect to the subject matter hereof. Any oral representations or modifications 

modificitiDirsignedhyflieParQ^to-bebouad-diereby. 



10. Governing Law . This Agreement will be interpreted and construed in accordance with the 
laws of the State of Texas, without giving effect to the principles of conflict of laws thereof. 


1 1 . Severability . If any one or more provisions of this Agreement are found to be illegal or 
unenforceable in any respect, the validity, legality and enforceability of the remaining provisions will 
not in any way be affected or impaired tiiereby. 


1 2. Headings . The descriptive headings contained herein are for convenience only and will not 
control or affect the meaning, interpretation or construction of any provisions of this Agreement 

1 3. Drafting . The Parties agree that this Agreement shall be construed without regard to the 
drafter of the same and shall be construed as though each Party participated equally in the preparation 
and drafting of this Agreement 

14. Counterparts . This Agreement may be executed in counterparts, each of which will be an 
original, but all of which together will constitute one instrument 


[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
[SIGNATURE PAGE TO FOLLOW] 
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IN WITNESS WHEREOF, the Company and the Insiders have each executed this Agreement as 
of the date first written above. 


MICHAELS STORES, INC. 


By: 

Name: 

Title: 


CHARLES J. WYLV, JR. 


By: 

Charles J. Wyly, Jr. 


SAMWYLY 


By: 

Sam Wyly 


Footer* 

DLMvl293yvl 

DU.5^}:93Hvi 

DLI-5Vi:93«v1 
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MARK TO MARKET PRICES 
11/28/95 


SSW $53.50 

SBiai $1S£25 


DESCRIPTION/SSW 

EXPIRATION 

MARK TO MARKET 

300M Put $40,491 

02/17/98 

$2.77 

30osrcar$70;oo 

02/17/98 

($6.55) 

'900M Put $40,176 

03/31/98 

$2.79 

^900M Call $70.00 

03/31/98 

($6.91) 

v942M Put $39.20 

02/08/99 

$3.02 

/471M Call $71.7756 

02/08/99 

($8.87) 

DRSCRIPTION/MIKE 

EXPIRATION 

MARK TO MARKET 

1800M Put $28.56 

02/23/98 

$.21 

1800M Call $48.23 

DMCRIPTION/SSW Calls 

02/23/98 

EXPIRATION 

($11.69) 

MARK TO MARKET 

fEIeeance & 

ySOlMCaUs® 41.08 

Asian expiration 

$17.67 


THE ABOVE SUMMAKY/PMCeS/QUOTES/STATTSTICS CONTAINED HEREIN HAVE BEEN OBTAINED FROM SOURCES 
BELIEVED RELIABLE, BUT ARE NOT NECESSARILY COMPLETE AND CANNOT BE GUARANTEED. ERRORS AND 
OMISSIONS EXC^PTOD. 
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MARK TO MARKET PRICES 
12/12/95 


SSH $ 

MIKE $ 


EXPIRATION 


300M-Pai-$40:491 
300M Call $70.00 
9{M)M Pul $40,176 
900M Call $70.00 
942M Put $39.20 
471M Call $71.7756 


Q-2hftin 

02/17/98 

03/31/98 

03/31/98 

Asian Exp 09/88 to 02/08/99 
02/08/99 


1800M Pul $28.56 02/23/98 

ISOOMCaU $48.23 02/23/98 



500M Calls @41.08 


EmRATION MARK TO MARKET 

Asian Exp. 04/11/97 to 07/97 


‘THB ABOVE SUMMARY/PRICXS/QUOTBS/STATtSTICS CONTAINS) HEREIN HAVE BEEN OBTAINED FROM SOURCES 
Bm.[EVEDRmiABLE, BUT ARE NOT NECESSARU.YCOMn£TB AND CANNOT BE OUARANim). ERRORSAND 
OMISSIONS EXCEPTBD. 
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WYCHWOQD TRUST LIMITED 


FACSIMILE TRANSMISSION 


TO : Lttaim BtoAen DATE; 13 July IW5 

PROM : Shaun F Cairns 

FAXREP. :WTL212«5 
FAX NO. : 1 21 

ATTENTION : Lou Schaufele / Suzanne Snavdy 
NUMBER OF PAGES INCLUDING THIS PAGE : 3 

We an usBaniiiiiig oa AednSe ■ 

neeive Uiia ntnaage completely please oontaa ns oo teleplioiie numberl 


1 Code 44 1S14). If you do im 


Attached please find the new acecumt information for die fbllowing companies:* 

Devodon Limited 
Begance Limited 

If diere is any further information you may require please do not hesitate to contact 
me. I have noted that you have purchased 90 000 options at a price of S9.78 ! 
share. 



ro'd ZUSIfZS»Z3\Z 
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LEHMAN BROTHERS 


To; 

Shaun Cmms 

Rom: 

LeuSchaufele 

Date: 

July 27, 1995 

Re: 

SSW Calls 


We have now completed the hedge on SSW. You should expect paperwoik in your office on 
July 28, 1995. 


The net cost of the calls is $10,044. At a 55% equity requirement, the net due on the trade for 
Ele^ce and Devotion combined is $2,762,000.00. We must receive payment by Monday, 

July 31. 1995 . Hease send the money as foUows: ijf} I ^ ^ 


Chemical Bank/NYC 
ABA 021000128 
FBO Lehman Brothers Finance 
A/N 066196566 

Please call me or Cindy Murdock if you have any questions. Thank you. 


a|' 


JoA SwdL- 

aiv o'KbH 
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LEHMAN BROTHERS 

To; Shaun Cainis 

From: Lou Schanfele 

Date: My 27, 1995 

Re: SSWCaHs 


We have now con^leted the hedge on SSW. You should expect paperworic in your office on 
Iuly28.1995. 

Hie net cost of the calls is $10,044. At a 55% equity requirement, the net due on the trade for 
Elegance and Devotitm combined is $2,762,000.00. We must receive payment by Monday, 
August 31, 1995. Please send the money as follows: 

C3temicalBank/NYC 
ABA 021000128 
FBO Lehman Brothers Finance 
A/N 066196566 

Hease call me or Cindy Murdock if you have any questions. Thank you. 

OOV' 
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To: Shaun Cairns 

From; Lou Seb»ifele 

Date: My 25. 1995 

Re: Devotion. Ltd. and Ebgance, Ltd. 

Marginability of SSW Calls 


I have gotten owr credit department to agree to margin the SSW calls. Uteir terms caD for an 
iniUal equity requitement of 50%; however, they want a 50% maintenance*, as well. 1 would 


flowing through the account ba^k and forth. 


We are almost through compl^ng our hedge, so you should expect paperworic shortly. The 
papowork will outline the speciftes of the transaction. 1 will give you prices and amounts so you 
can arrange for payment. 



Please call me if you have any 


•Daily Mark-to-market 




CO.Q0 


^ lMSi\ 
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WYCHWQOD TRUST L] 


WIKJW.I 


FACSIMILE niANSMISSION 


TO : Lehman BraAos DATE: 2S XuW 1995 

FRC»J :ShanaFCairns 

FAX REF. :WTL23*fflS 
FAX ; 

ATTENTION : Loun I Schmiele 

NUMBER OF PAGES INCLUDING THIS PAGE : Cover only 

We aiettaiismttdnB os hcshnile Dumber 01fiZ4 b2407n.{lnamajiooel Code 44 Xfi24). If you do not 
itceive fliis message oompletely pleneu oooiact ue OD tdephose somber 01624 824011. 


Ses-SSW calls 

Thank you Ibr your f» of 21 July 1995. Could you please divide the pot up as 
ibllows:- 

Devotion Limited 2/3 
Qeganoe Limited 1/3 

Please let me know (he payment details and I will arrange payment when due. 

Wi* kind cegaitls 

Ps4 (OtOJ ^ 



10 ‘d 0i0^Eet>S9TB 


OHiiwn isrea ooopHDAn 


01tST S661-Tnr-S2 
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LEHMAN BROTHERS 


To: 

Slmun Cairns 

From: 

Louts J. Schaufele 

Date: 

July 21, 1995 

Re: 

SSW calls 




We are approximately 85% complete on the purchase of 500,000 shares of call options on 
--^rlmg^ofiwarer-^'SV^ltiTnately-wHHiecdto-lmow-thebreakdown'oftwnw'rfrij^f-suchcalis 
for Elegance, L^. and Devotion, Ltd. Once we have completed our hedge, we then ticket 
the transaction and can discuss payment at th^ tia^. 


U}L o^^h/ie.ri '1WS Cittli 

KutA 5 'iiio hjO 

to Vd 1,1 

6i\:d \ft iwfAtW -fo 


^ atUs 


j . 

CjO'll'^ vd'l* • 

wVl6voJl^5" ■h'lUfp 

, -iw., ‘'^■11 ‘5*^ 

-fe 

■fnllilWV. /UiMittl 

/ 011^03(1'^ 

( KJPi 
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otur coDveisadon, the following transactions are pending: 


t. I have received ao order to purchase call opticms on 500,000 shares of SSW. The description is 2 year 
ia^e>money calls. To date we have purchas^ calls on 210,000 shares. The cost is approximately 
Sl^contract The client is an offshore entity domi ciled in the Isle of Man. (The two specific names are 
Elegance Ltd. and Devotion Ltd.) 

client is happy to have a daily mark to the market I would suggest that we set some minimum maintenance 
so that we are not constantly moving money back and forth. 


2. **Ratch^g” up of put strike on SSW collar > We stepped put up to $36 frcmt $3 1 .S2. The cost to do 
this was $1.6422 which includes a .02 mark-up by me. 


Bob Teller 
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I l-et X K<s.o( eafty 

yv\i-e'b^^ ( ait>ou4 

! \a)6ia,V ^afly , 

j K'^ue C.&.A lb/' iwvw C tec^y ^ ^ 

I ttv<w^ iV^-l-Cuc^iisw 5 ) A'(56 T^'^j 

I o-cldim? «f (iflTCe* 6*^ S'* '/^ 

I LBKMANBftOTKEMtNC. A f*\jC. 


CV-C^ 
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C: f h 3 \l^ A 


'Hit's h ^6-) tt) be i (i^ie 
V\&) dec +3 idci/v\o"> 
b It uJi'H hi 

^ (UAstef 
cltfA<; ■ “Stdcci 
uSCiold ipW)l?Ctfel^ cspt-i ^ 
({^^4 , uJe/ • 'i(iO Cfe/n 
-rke^ j(^le csJi^ i^olor'fvf- 
D 
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Date: Iuly27.J995 

Re: SSWCaUs 


We have now coiqtleted the hedge on SS W. You should expect pq?erwotk in your office on 
July 28, 1995. 

The net cost of the calls is $10,044. At a 55% equity requiieinent, the net doe on the trade for 
Elegance and Devotion combined is $2,762,000.00. We must receive payment by Monday, 
July 31. 1995 . Please send the money as follows: 

Chemical Bank/MYC 
ABA 021000128 
FBO Lehman Brothers Fuiance 
A/N 066196566 


Please call me or Cindy Murdock if you have any questions. Thank you. 


F'yx - Tev 

1 wxj L.I -1- I 


fe'lfi "to 

lA^ S 


5/51 oJJlD CJC 

C {2^4 4 ^ 
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AlIckiS 

DJ 
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13^18/95 12:03 l^HIW HSmCFS ^ 912147209464 


W.713 P002 


To: 

J. Kase 

From: 

B. Brittain 

Be.: 

increased loans to ‘Devotion* and ‘Elagance* 

D:Me: 

18 December 1995 

e&i 

Craig Schifler 


John Moslffi- 


I Intend to ask credit ftv permission to increase loan amounts to Devotion and 
Elegance. On 13 Nov«nb^ 1995, these two Isto of Man countaparttos boiqht 
two year caXs on 500,000 shares of Sterling Software at a strike price of $41 per 
share to raise $10 per share. We agreed to lend them 50% of ftie cost irf these 
calls and oMalned from them the right to call for coBateral should the value of the 
outstanding loan ever exceed 55% of the mark to market value of their positkin. 

Sterling Software is now trading above $55 per share and the options' market 
value exceeds $11 million, the outstanding loan vakie is $2.3 million. 

As long as the value of the loan exceeds 55% of the mark to market value of 
their position, we would like to roll all interest payments into the principal amount 
of the loan. 

Attached please find a statement of all outstanding option and loan situations 
with counterparties which have connections -• however remote - with Sam Wyiy. 
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1 A/O10^1/95 1 






A/C 

SSW shares 

Maricet Value * 

DeMt/a«dit 


West Carroll 

83,333 

$3,499,986.00 

$388,052.36 

$2,136,0^.36 1 

Roarinq Fork 

53,432 

$2,244,144.00 

Ml 1 iP 1 II 



86,058 

$3,698,436.00 

($1,295,286.90) 


itixsai 

63,431 

$2,244,102.00 



East Carroll 

116.667 


$779,651.74 


BicUand 

6.667 

$260,014.00 

■»SPIHI.-W1 





IBBIHMIi 


Total NY 

401,588 







-- 








500,000 

$21,000,000.00 

$9,437,500.00 

$2,532,500,00 

EBSHli 


fiHS5E5E51 



1 Sarnia 

142,000 

■i-frlriHiW.iriTil 

$3,152,125.00 

■Ur-iMH-aia 

MjllllllHI^^ 

HBHHHHI 


■■■IHB' 



■■KISS 

■■■■■■ 






[ 












Devotion 


KlSiHEESESI 

KIK-mjcHrai 

$135,071.04 


calls on 166.667 

$1,641,669.95 



HiHHHIIl 

■IIIIIIIIIIIIIIII^^B 

■■■■■■I 


jiii^iimii 


500,000 














1* Based upon assumed pnce of $42.0Q/share on stock & $9.65 on calls I 
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Lehman Brothers 


DATE: 

October 28, 1996 / 

r\7t 

Kathy Lamb ^ 

FROM: 

Cindy Murdock 


Sr. Client Sales Assistant 

RE: 

Proceeds fiom sale of SSW calls 


The fill! proceeds on the sale of 500,000 SSW calls @ $14.89671 was $7,448,355.00. It 
has been allocated 1/3 to Elegance and 2/3 to Devotion as follows: 

Elegance: $2,482,785.00 

Devotion: $4,965,570.00 

These numbers represent a slight revision fiom the memo sent to you on 10/21/96. I 
apologize for any confusion this may have caused. 

We will combine these funds with the funds that settle 10/29 on the sale of the SE calls 
and purchase 30, 60, and 90 day Treasury Bills per your request. 

Please call me if you have any questions. 




Snavely/word/Iome 

LnOCAK UkOTHBU INa 

TEXAS OCMMBIUCS TOWER SSOOROSSAVEKUB ffUnElSOO IM1XAS.TX7S201 Xl473fi»Ma mnOMtt 

Permanent Subcommittee on InvestigatioBS I 
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Lehman Brothers 


To: 

KadiyLarob 

From: 

Suzanne Snavely/Cindy Murdock 
Sr. Client Sales Assistants 

Date: 

June .13,1996 

Re: 

Loan Pay off 


In order to pay off your loan completely, you will need to pay off interest through today. Please 
adjust your letters of authorization to r^ the following figures: 

Elegance: $778,421.23 (776,443.22 + 1978.01) 

Devotion: $1,556,823.75 (1,552,867.78 + 3955.97) 

Please resend the letters as soon as possible so I can get these wires out today (otherwise, the 
numbers will change slightly). Thank you. 
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DehuMAN Brothers 
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Subcommittee on Investigations 


Evan Wyiy 

10/13/1999 05:07 PM 


To: Michelle BtHJCher I 


Subject: Re: FW: 10 13 SSWExecutions.xIsOll 


Sorry I've been so slow to respond We've been swamped g etting ready fortfie Maverick Annual meeting 
tomorrow. ^ — — — - ~ 


I think Lehman is doing a great job of buying a high% of the trading volume near the VWAP without 
movin g t he stock pric^Although th i sjs easier Jq_^jn the down market of the last few day^. 


We do l l Hf ik it wou l d b e good t o cont i nu e th e progr e ss of the l ast two4 a y s i n f il ling the remainder of the 

order, but i don't have any specific guidance on price that does not also relate to quantity of stock and 
how tile overall market is doing. However, it would be reasor^We to pay a small premium to get a big 
block of stock. 
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To; Sh^i Robertson/ 
Wyly/I 


Subject; FW: SSW 


», evan_wyly, Sam 
"charles.wyly^ 


Please advise how you would like to proceed. 

Original Message 

From: Schaufele, Louis J 
Sent: Monday, October 18, 

To: 'micheiie boucher' 

Subject : SSW 

Now that we are almost completed on the 1 . Smm share swap, I wanted to let 
you know what some of the options were if you wanted to additional 
exposure. Recall that we kept the size at l.Smm shares as on additional 
the credit department wanted to increase the terms. I have tried to list 
what your choices are: 

1) enter into a swap on an additional 500k shares (2iTim shares is the 
maximum exposure Lehman wants) . The credit on the additional 500k shares 
would be 40%. The firm just doesn't want that much exposure to one name. 

2) obtain some sort of Letter of Credit from a financial Institution (that 
we could be comfortable with) and the size and amount of collateral would 
change favorably. 

3) purchase an option on SSW, a three call at the money would cost 
approximately 39-40%. This maybe a viable choice now, given chat you have 
downside on l.Smm shares in the swap. 

Let me know how I can help. 
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WWW. bickelb rewer.com 


Bickel & Brewer 

ATTORNEYS AND COUNSELORS 

7S7 FIFTH AVENUE ' 

sot« floor 

NEWYORK, NEW YORK 10153 
phone: <2IS) 489-1400 

fax: (212) 489-2 384 ABOOBANKONECCNTEi:) 

17 17 MAIN STBCET 
DALLAS. TEXAS 7S20I 
<2IA> 653-4000 


January 26, 2006 


Via Telecopy 

Robert L. Roach, Esq. 

Mark Nelson, Esq. 

Senate Permanent Subcommittee on Investigations 
1999 Russell Senate Office Building 
Washington, D.C. 20510 

Gentlemen: 

Enclosed are answers to some of your questions concerning Security Capital based on 
what we have been able to leant. As we become aware of additional facts or information, we 
will amend or supplement these answers to the extent it becomes necessary. In addition, 
enclosed are copies of the slides we discussed at our last meeting and the few slides concerning 
the Bank of America STARS transactions in September 2002, 


Enclosures 


Best regards, 

William A. Brewer III 


5095201.02 
199 J-0! 
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Responses to Questions Concerning Security Capital Trust and Security 
Capital Limited 

A. With respect to Security Capital Trust: 

1. Who is the settlor or grantor? Queensgate Bank & Trust 

2. Identify all trustees, protectors and beneficiaries. Queensgate Bank & Trust 
is the trustee. The Security Capital Trust is a charitable trust that does not have a 
trust protector. The trust beneficiaries are any qualified charity designated by the 
trustee at the time the trust terminates. 

3. Why was it formed and what is its purpose? Security Capital Trust is formed 
as a charitable trust and owns Security Capital Ltd. as a wholly-owned subsidiary. 

4. Identify the date and amount of any disbursement to any beneficiary, including 
a charity. None 


B. With respect to Security Capital Ltd: 

1 . Identify all owners or shareholders and when they held their interest. John 
Dennis Hunter Aug. 24, 1998 - Aug. 27, 1998; Jane Fleming Aug. 24, 1998 - Aug. 
27, 1998; Queensgate Bank & Trust as trustee for Security Capital Trust; Aug. 27, 
1998, to present. 

2. Identify all directors and officers and when they served. 

John Dennis Hunter, Director - elected Aug. 27, 1998 to present; 

Karla J. Bodden, Director - elected Aug. 27, 1998 to present; 

Blair Gauld, Director - elected Aug. 27, 1998 to present; 

Jane Fleming, Director - elected Aug. 27,1998 to present; 

Jane Fleming, Secretary - elected Aug. 27, 1998 to present; 

David Harris, Director - elected Aug. 27, 1998 to present; and 

David Bester, Director - elected August 30, 2000 to present. 

3. Why was it formed and what is its purpose? Security Capital Ltd. was 
created as a special purpose vehicle (SPY) to participate in back-to-back credit 
facilities. 

4. Does it maintain any offices or have any employees that are not affiliated with 
or part of some other entity? No. Security Capital is administered by Queensgate 
employees. Security Capital pays Queensgate an administration fee. Security 
Capital’s registered office is Queensgate Bank and Trust Company Ltd., Ugland 
House, South Church St., P.O. BOX 30464 SMB Grand Cayman, Cayman Islands, 
British West Indies. 
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a. If not, what entity or entities are they affiliated with or part of? 

Queensgate Bank & Trust 

5. Does Security Capital engage exclusively in transactions that involve the Wyly 
offshore entities, Wyly family members or domestic entities associated with the Wyly 
family? So far as we know, Security Capital has only been involved in transactions 
in which companies, owned by the foreign trusts in which Wyly family members are 
beneficiaries, are involved. 

C. Please provide copies of the formation documents or annual financial statements of 
Security Capital Trust or Security Capital Ltd. We do not have copies of these 
documents in our possession. 

D. Who was responsible for suggesting the formation of Security Capital Trust and 
Security Capital Limited (hereinafter “Security Capital”), designing and structuring these 
two entities, and planning the services they would offer and the activities they would 
engage in? Without waiving any privileges, and specifically reserving all rights 
related thereto, the principal professionals involved in the establishment of Security 
Capital were Meadows Owens and Maples & Calder. Jones Day was also involved 
in the initial transaction associated with Security Capital. 

E. Please provide a complete list of transactions involving Security Capital and any Wyly 
offshore entity, Mr, Sam Wyly, Mr. Charles Wyly or any domestic trust, corporation or 
partnership associated with the Wyly family, from January 1, 1 998 to the present. Please 
include the following; 

1. Describe each transaction, its date, the parties, and the amount of funds or 
assets involved. 

2, Please describe the purpose of the transaction. 

See Exhibit A. 

F. For each loan or line of credit provided by Security Capital, please identify the entity 
that provided any corresponding loan to Security Capital and the amount of such loan. 

See Exhibit A. 

1. For each loan or line of credit provided by Security Capital, please identify the 
interest rate charged by Security Capital and the interest rate Security Capital was 
charged by the entity providing any corresponding loan. 

See Exhibit A. 

2. For each loan or line of credit, please describe any collateral or security 
obtained from the borrower, how the loan was to be repaid, who is currently responsible 
for repaying the loan, and the current status of the repayment. 
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See Exhibit A. 

3. Was the transaction initially conceived and designed by the trustees, directors, 
or officers of the Wyly offshore entity involved in the transaction? If not, who were the 
individuals who conceived and designed the transaction; how were the trustees, directors 
or officers presented with the idea, suggestion or recommendation that funds held by 
them should be used in the particular transaction; what information were they provided; 
and what analysis did they perform before determining to proceed with the transaction? 
Please refer to response to section D. 

5. Who made the initial contact with Security Capital for each transaction? It 

appears that in the typical transaction it was Michelle Boucher. 

6. Did the trustees, directors or officers engage in negotiation and planning of the 
details of the transaction with representatives of Security Capital? Yes. As reflected 
above, David Harris and David Bester have each been directors of Security Capital, 
Ltd. 


7. What was name of the individual or individuals at Security Capital who were 
the main contacts for Security Capital on the transaction? J. Dennis Hunter, Karla J. 
Bodden, and Blair Gauld, all of whom are associated with Queensgate Bank & 
Trust. 


8. Identify any individual or entity that provided any tax or legal advice with 
respect to the transaction, and: 

a. When the advice was rendered. 

b. The purpose for which the individual or entity was retained. 

c. Amount of remuneration paid to the individual or entity. 

Without waiving any privileges, and specifically reserving all rights related thereto. 
Meadows Owens and Maples & Calder were the principal legal and tax 
professionals that oversaw and rendered advice on the transactions reflected on 
Exhibit A, and did so during the time periods reflected on that exhibit. Jones Day 
and Mike French were also involved in certain transactions. 

F. Financial statements for the Cayman LLCs, Orange, Pops, Flo Flo, Bubba, Balch and 
Katy, show that each has obtained one or more loans from Security Capital, and that each 
has an outstanding loan balance ranging in amount from $9 to SI 1 million. Please 
explain. Shortly after the Cayman LLCs were organized, those entities acquired 
certain assets from Security Capital in exchange for promissory notes. 

G. Please describe any relationship between Security Trust or Security Capital and 
Queensgate Bank & Trust or Maples & Calder. Maples & Calder provided legal work 
with respect to the formation of Security Capital. Queensgate Bank & Trust 
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provides administrative services for Security Capital, Ltd. and acts as the trustee of 
Security Capital Trust. 

1 . Identify the key individuals handling Security Trust or Security Capital at 
Queensgate or Maples & Calder, and describe their roles. As set forth above, the 
principal individuals at Queensgate are J. Dennis Hunter, Karla J. Bodden, and 
Blair Gauld who serve as directors. Mr. Gauld is responsible for day-to-day 
administrative and accounting tasks. Henry Smith at Maples & Calder. 

H. Why did Wyly offshore entities use Security Capital instead of directly issuing loans 
to the Wyly entities who obtained loans from Security Capital? 

I. Please describe any way in which any loan or line or credit from Security Capital used 
or relied upon any annuity agreement associated with a Wyly offshore entity. Security 
Capital loans bear no relation to any annuity agreement associated with a Wyly 
offshore entity. In July 2003, however, the trustees inquired about the possibility of 
Sam Wyly assigning his interest to annuity payments from one of the corporations 
owned by Bulldog Trust to Security Capital in the event payments on an unsecured 
$10 million credit line were not able to be made. The annuities were never so 
utilized. 

J. Was Security Capital paid a retainer fee in 2005? If so, who requested this fee, what 
was its purpose, and who paid it? (For more information, see Bates PSI_ED00009136-37 
and 9150.) No. The retainer referenced in the email correspondence does not 
pertain to Security Capital. 

K. Describe any other investment made in, or remuneration paid to. Security Capital by 
any Wyly offshore entity, Mr. Sam Wyly, Mr. Charles Wyly or any domestic trust, 
corporation or partnership associated with the Wyly family. Security Capital’s income 
was obtained on the basis of the interest rate differential between Security Capital’s 
borrowing and lending rates in various loan transactions. 


5095179 03 
1993-01 
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From: 

Sent: 

To: 

Subject: 


Michelle Boucher < 

Wednesday, My 31, 2002 5:51 PM 
<shari_robertson@| 
redemption - August 1st - Tilly 




Hi Shari & Welcome Back! 

i'm just looking at the redemption sheet and see the approx $30K withdrawal for Tilly. This is for Blair Gaukj, he is 
one of the directors at Queensgate and has been there for about 5 yrs - previously PW, where he and I worked 
logMheTbhetiy. He )ra"sipatoTy on all our bank accounts and doe Vthe work on Secu iil y Capi t a l : He ’ s- puffing 

able to waive the redemption fee for him because of the relationship and since it is such a small amount (<$900) - 


Lei me khdW - thaWiSt 
Michelle 


Permanent Subcommittee on Investigatiogs 

EXHIBIT #66 - FN 876 


MAV010534 
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lw/dt-03/8I57-002in 


IRISH TRUST GROUP 

MEETING WITH TRUST PROTECTORS & FAMILY MEMBERS 
ON 

TUESDAY 27 MARCH 2001 AT 11:00 AM 

TOPICS FOR DISCUSSION: 

1 . STATUS of PROTECTOR COMPANY formation 
Following Resignation of MF & Appointment of MB. 

2. IDENTIFICATION of SPECIFIC COMPANIES with BENEFICIARIES and NEW 
LETTERS of WISHES - Possible Loan Arrangements via Special Purpose Vehicle 
administered at Queensgate to facilitate back to back transactions. Sr 8 -ToOC6> {TVteRTkOST^ 

3. 31 DECEMBER 2000 Accounts & Independent Review (KPMG). 

4. ART/COLLECTIBLES ISSUES (SOULIEANA LIMITED) 

a) “Possession Agreement” format; 

b) Completion of Schedules; 

c) Insurance policy endorsement/additional premium required for recent increase in 
cover. 

5. CW FAMILY REAL ESTATE PROJECTS 

a) Little Woody Creek Road Ltd - Activated; 

b) Lambda A Ltd/Lambda B Ltd - still required? 

c) Stargate Farms Ltd - Activated. 


(Cont/d... 


Prnnanent Sahcammittee OB Inve stigations 

EXHIBIT #66 - FN 877 


CONFIDENTIAL 

SECI00098365 

PSI00110232 
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- 2 - 

6. PRECEPT FUND/RANGER FUND Investments (Devotion Ltd). 

Final transaction/shareholding details awaited following reorganisation. 



b) TYLER TRUST has sold shareholding of SCOTTISH ANNUITY & UFE 
HOLDINGS LTD (“SA”) to SOULIEANA & Lehmans are liquidating this 
holding. 

c) SOULIEANA LTD holds SCOTTISH HOLDINGS LTD Class “C” Shares. 

d) SOULIEANA LTD holds Ordinary Shares in SA. 

e) TYLER TRUST & SOULIEANA LTD hold Class “A” Warrants re. Ordinary 
Shares in SA. 


8. Variable Life Split Dollar Policies. 


9. Possible revision of custody arrangements for key trust documentation. 


CONFIDENTIAL 

SECI00098366 

PSI00n0233 
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SECURED PROMISSORY NOTE 







TIVE Hnim'STTOIOT'KHJ® ($5,000,000.00); t6geKr tE 

principal sum from lime to time outstanding at the rate of FOUR AND THREE-FOURTHS 
PERCENT (4.75%) per annum fi'om the date hereof until paid. All principal and interest payable 
hereunder shall be due and payable in lawful money of the United States of America. 

Interest on this Note shall be payable in FIVE (5) annual installments, commencing one year 
from the date hereof, and payable each succeeding year thereafter. Each interest installment shall be in 
the amount of $237,500. All remaining unpaid principal, together with any accrue4 but unpaid 
interest, shall be payable in full on June 3, 2007. 

The entire unpaid principal balance oft and all accrued interest on, this Note shall immediately 
become due and payable at the option of the Payee upon the occurrence of the following events of 
deftiult (the "Event of Default”): Failure by Maker to pay the princ^al and/or interest hereon as and 
when the same becomes due and payable in accordance with the terms hereof and the continuation of 
said failure for a period of ten (10) days after Payee has provided Maker with written notice of such 
failure. 


A security interest is created and granted in that certain Pledge Agreement entered into by 
and between Maker (the pledgor) and Payee (the secured party), effective as of June 4, 2002 (the 
"Pledge Agreement"). The collateral for such security interest shall be the painting Rosie the 
Riviter by Norman Rockwell (the "Collateral"). Such Collateral is to be purchased with the 
proceeds of this Note. Reference is hereby made to the nonrecourse, exculpatory provisions more 
fully set out in Section 4 of the Pledge Agreement. Such provisions are hereby incorporated in 
this Note by reference as if the same were fuUy set forth herein. 

In the event the Event of Default specified hereinabove shall occur. Payee may proceed to 
protect and enforce its rights either by suit in equity and/or by action at law, or by other appropriate 
proceedings, including those specified in the Pledge Agreement referenced above. No delay on the 
part of the holdCT of this Note in the exercise of any power or right under this Note or under any other 
instrument executed pursuant thereto shall operate as a waiver thereof, nor shall a single or partial 
exercise of any other power or right preclude further exercise thereof. 

Except as expressly otherwise provided herein. Maker waives demand, presentment, protest, 
notice of nonpayment, notice of protest, notice of intent to accelerate, notice of acceleration, and any 
and all lack of diligence or delay in collection or the filing of suit hereon which may occur. 


- 1 - 

Confidentia! 

SEC_ED00013667 


Permanent Subcommittee on Investigations | 

F YTimiT #66 - FN 880 I psledoooi3667 
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If this Note is not paid at maturity, howsoever such mamrity may be brought about, and the 
same is placed in the hands of an attorney for collection, or if this Note is collected by suit or through 
bankruptcy, probate, or other legal proceedings, hfeker agrees to pay the costs of collection and 
utturueys' fees, in ad di ti ou t o tl ic pri ncipal and interest. 


This Note may be delivered by telefacsimiie or similar facsimile transmission and, in such case. 



All notices or demands required or permitted hereunder shall be in writing and delivered to the 
person to whom the notice is directed, either in person, by facsinite transmission, or by United States 
Mail, as a regista-ed or certified item, return receipt requested. Notices defivered by mail shall be 
deemed given three (3) days after deposit of same in a regularly maintained receptacle for the United 
States Mail, with proper postage prepaid, and addressed as follows: 

If to Maker; Wrangler Trust 

Attn: Evan Wyly, Trustee 
300 Crescent Court, Suite 1000 
Dallas, Texas 75201 


If to Payee: Security Capital, Ltd. 

P. O. Box 30868 SMB 
Ugland House 

Georgetown, Grand Cayman 

This Note has been executed and delivered, and is to be perfomK4 in the Stale of Texas, and 
the laws of such state shall govern the validity, construction, enforcement, and interpretation of this 
Note. 


All agreements between Maker and Payee are expressly limited so that in no contingency or 
event whatsoever, whether by reason of advancement of the payment hereof tKcelaation of maturity 
of the unpaid principal balance hereof, or otherwise, shall the amount paid or agreed to be paid to the 
holder h^eof for the use, forbearance, or detention of the money to be advanced hereunder exceed the 
highest rate permissible under the laws of the State of Texas. If, fi-om any circumstance whatsoever, 
fulfiliment of any provision hereof or any other agreement referred to herein shall, at the time fulfillment 
of such provision be due, involve transcending the limit of validity prescribed by law which a court of 
competent jiiaisdiction may deem applicable hereto, then ipso facto , the obligation to be fulfilled shal 
be reduced to the limit of such validity, and if from any circumstance the holder hereof shall ever 
receive as interest an amount which would be excessive, such amount shall (i) be applied to the 
reduction of the uiqraid principal balance due hereunder or (ii) be refunded to Maker and not ^plied to 
the payment of interest. This proviston shall control every other provision of all agreements between 
Maker and the holder hereof 
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Maker shall have the right to prepay the indebtedness evidenced by this Note, in whole or in 
part, at any time, without prennum or penalty of any kind whatsoever, and interest shall immediately 
cease to accrue on any part of this Note so prepaid 


Bnsd^ lote is an i 

Airerica obligor. 



laws of taxation of the United States of America With respect to any assignee who is not a "United 
States Person," Payee may assign the Note without the consent of Maker and any such assignment 
shall not relieve the Maker of its obligations hereunder, except that Maker shall make all payments to 
and give any notices at the address of such assignee as provided to Maker by Payee. 

This Note is intended to constitute and qualify as "portfolio debt investment" as that term is 
defined and interpreted under the taxation laws of the United States of America The parties to this 
Note specifically intend that the interest payable hereunder shall not be subject to income or excise 
taxation, including the imposition of any withholding taxes thereon, under the laws of the United States 
of America or any state or municipality thereof. 

The principal and interest payable per the terms and condition of this Note shall be payable only 
outside the United States of America and its possessions. 

It is specifically understood and intended that no "United States Person" (as that term is defined 
and interpreted under the taxation laws of the United States of America) shall ever be an ownex or 
holder of this Note; however, should any "United States Person" (as that term is defined and 
interpreted under the taxation laws of the United Stales of America) ever become a holder or owners 
of this Note, such "United States Person" will be subject to limitation under the income tax laws of the 
United States of America. Any "United States Person" who holds this Note will be subject to 
limitation under the United States income tax laws, including the limitation fffovided in Sections 165(j) 
and 1287(a) of the Internal Revenue Code. 

The owner of this Note must certify to the Maka (or any distributor) of this Note that the 
owner is not a "United States Person" (as that teim is defined and inteipreted under the taxation laws 
of the United States of America,) 

IN WITNESS WHEREOF, the undersigned has executed this Note effective as of the date and 
year first above written. 

WRANGLER TRUST, MAKER 


By: 

EVAN WYLY, Trustee 
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AGREED: 


The undersigned acknowledges and agrees to all terras and conditions of this Note. The 
undersigned certifies to the Maker that the, undersigned is not a "United States Person" (as that 


.‘iF.rnRTTY GAPITAT.. T.TD.. PAYEE 


By; 

Name: 

Title: 

Dated Effective as of June 4, 2002 

264942.4 
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excesave, suds amount shaH Q be appfied to tbe reduction of t)ie unpaid prindpd balance due 
hereunder or fii) be refunded to Maker futd not appBad to the payment of imeresi. This prow^n diall 
control every odier (stsviskm c^all a g reema n s between Mal^ and the holder hereof 

Maker dial! have the right to prepay the indebtedness evidenced by this Note, m whc4e or in 
pMut, at aiy time, v^thout premium or penalty^ of any kind vi^tsoever, suid interest diall tmmediatdy 
cease to accrue on any part of tHs Nc^ so prepaid. 


Upon payment in ^1 of this Note, whether in accordance with its terras or as a resuh d* 

pfe payme^ bv Makers thig Nnl« shall be canederf am! l eliu r m j U i Mak e r, to p eth e r with an 

rdease of the lien created by the Deed orimS 



States of Ameiica obligw. 


This Note cannot be offered or sold (or resold in connection whh its original issuance) to any 
individual or enbty who is a "United States Person" as that term is d^ned and mtes|^ed under the 
laws of taxation of the Unhed States of America, Whh respect to any assignee who is not a "Umted 
States Person," P^ee msy a^gn the Note and Deed oTTrust without the cons^ of Maker and ai^ 
such assignment shall not rdievc the Maker of its obligations hereunder, except thsdt Maker idiall make 
an payments to and give any notices at the address of such assignee as provided to Maker by Payee. 

This Note is intended to constitute and qualify as "portfolio debt investment" as that tertn is 
defined and interpreted under the taxation lavw of the Unh^ States of America. The parties to tWs 
Note specifically intend that the interest payable hereunder shall not be subject to mcome or exdse 
taxation, including the imposition of any withholding taxes thereon, under the laws of the United States 
of America or any state or municipality thereof. 

The principal and interest payable per the terms and condition of this Note shall be payable only 
outside the Uiuted States of America and its possesions. 

It is ^edfically understood and intended that no "United States Person" (as that term is defined 
and interpret^ under the taxatiem laws of the Usited States of America) shall ever be an owner or 
holder of this Note; however, should any "United States Person*' (as that term is defined and 
inUxpreted under the taxation laws of the United States of America) ever become a holder or owners 
of ttes Note, such "United Sta te s Person" will be sul^e^ to limitation under the income tax laws of the 
United States of America. Ary "United States Person" who holds this Note will be subject to 
limhation undtf the United States income tax laws, induding the limitation provided in Sections 165(j) 
and 1 287(a) of the Internal Revenue Code. 

The owner of this Note must certify to the Maker (or any distributor) of thw Note tihat the 
owner is not a "United States Person" (as that tenn is defined and interpreted under the taxation laws 
of the United States of America.) 
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mmmmmm = Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Michelle Boucher | 

Tuesday, December 28, ^04 IIX)? AM 

Keeley Bennington 

RE: CJW/Security Capital 


Jesus ! 



Sent: Tuesday, December 28, 2004 2:06 PM 

To: Michelle Boucher 

Subject: RE: CJW/Security Capital 


That’s 1/2 of where they started - should be fun 


Original Message — 

Boucher 

Sent: Tuesday, December 28, 2004 1:05 PM 

To; Keeley Hennington 

Subjects RE: CJW/Security Capital 

I was guesing $100, 000, that is unbelievable 


Original Message — 

From: Keeley Hennington 

Sent: Tuesday, December 28, 2004 2:03 PM 

To: Michelle Boucher 

Subject: RE: CJW/Security Capital 

$500,000 


Original Message — g||||||||||||||^HMH|||||||||||||||||||_g^^^^^^^^_ 

Michelle Boucher 

Sent: Tuesday, December 28, 2004 12:4? PM 

To: Keeley Hennington 

Subject: RE: CJW/Security Capital 


Message — 

Keeley Hennlngtonf^llHHHHMIllfttllMHHHIIIVv 

Sent: Tuesday, December 28, 2004 1:24 PM 

To: Michelle Boucher 

Subject: RE: CJW/Security Capital 

Andrea has it recorded on 9/30 and that should match the actual date of the wire but who 
knows . 

Has CP told you the retainer I? 

Original Message — 

From: Michelle Boucher 

Sent: Tuesday, December 28, 2004 12:19 PM 
To: Keeley Hennington 
Subject: RE: CJW/Securlty Capital 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Was thinking about 10/5 but that's not it.... 

Original Message |-|^^^^^^llllllllllllllllll^^^_l_m_|l|||||||| 

Keeley Hennington HIHiiBHHIHBHHHHIV 

Sent: Tuesday, December 28, 2004 1:14 PM 
To: mbouchergitc . zenergy .ca 
Subject: RE: CJW/Securitv Capital 


I SHOW 9/30 - 294,000 



Sent: Tuesday, December 28, 2004 9:48 AM 

To; Keeley Hennington 

Subject: FWD : CJW/Security Capital 


what day did cjw wire this? 

Origina^Mfissaofi 

From: khennlngton^BH^^HI 

Date: Mon, 20 Sep 2004 08:43:51 -0500 


There is an interest payment due Sept. 30 on the $6M loan between CJW and SC. Andrea - 
can you pull what we did last time and calculate the amount and then we will get with 
Michelle and Margot to see how best to handle. 

Thanks 


The preceding e-mail message {including any attachments) contains Information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient (s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients Is not authorized and may be unlawful. 
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PROMISSORY NOTE 


$25,000,000.00 


Effective March 1 , 2003 


FOR VALUE RECEIVED, the undersigned ("Maker") promises to pay to the order of 
SECURITY CAPJ T AI,, T.TD., a Cayman Islands Exempted Company ( ’’Payeeii), the principal sum 

the unpaid principal sum from time to time outstanding at the rate of FOUR AND EIGHT- 


^yabl e h e r e under shall be due and payable in lawful money of the United S tate s of America. 


The Payee may disburse the principal of this note to the Maker hereof iu ONE (1) or more 
advances from time to time. The Maker hereof shall be entitled to prepay the principal or interest 
of this note from time to time and at any time, in whole or in part, without premium or penalty, and 
thereafter, prior to the maturity of this note request the Payee to make additional advances of 
principal hereunder. At no time may the principal balance outstanding exceed the principal sum 
first mentioned, and at no time, except as Payee may otherwise agree, may the aggregate principal 
amount disbursed pursuant to this note excei TWENY-FIVE MILLION and NO/1 00 DOLLARS 
($25,000,000). All prepayments shall be applied first to accrued but unpaid interest and then to 
principal, and this note shall not be deemed to be terminated or canceled even though the entire 
outstanding principal balance hereof may from lime to time be paid in lull prior to maturity. 
Notation by Payee on its records shall constitute evidence of the amount and date of any payment or 
advance hereunder. 


Interest on this Note shall be payable in annual installments calculated on the unpaid 
principal sum outstanding from time to time, commencing one year from the date hereof, and 
payable each succeeding year thereafter. Interest shall begin to accrue from the date of each 
advance from Payee to Maker. All remaining unpaid principal, together with any accraed, but 
unpaid interest, shall be payable in full onFebruary 2|, 2018. 

The entire unpaid principal balance of, and all accrued interest on, this Note shall 
immediately become due and payable at the option of the Payee upon the occurrence of the 
following events of default (the "Event of Default”): Failure by Maker to pay the principal and/or 
interest hereon as and when the same becomes due and payable in accordance with the terms hereof 
and the continuation of said failure for a period of ten (10) days after Payee has provided Maker 
with written notice of such failure; or 

In the event the Event of Default specified hereinabove shall occur, Payee may proceed to 
protect and enforce its rights either by suit in equity and/or by action at law, or by other appropriate 
proceedings. No delay on the part of the holder of this Note in the exercise of any power or right 
under this Note or under any other instrument executed pursuant thereto shall operate as a waiver 
thereof, nor shall a single or partial exercise of any other power or right preclude fiirfrier exercise 
thereof. 
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Except as expressly otherwise provided herein, Maker waives demand, presentment, 
protest, notice of nonpayment, notice of protest, notice of intent to accelerate, notice of acceleration, 
and any and all lack of diligence or delay in collection or the filing of suit hereon which may occur. 


If this Note is not paid at maturity, howsoever such maturity may be brought about, and the 
same is placed in the hands of an attorney for collection, or if this Note is collected by suit or 
through bankruptcy, probate, or other legal proceedings. Maker agrees to pay the costs of collection 



This Note may be delivered by telefacsimile or similar facsimile transmission and, in such 



All notices or demands required or permitted hereunder shall be in writing and delivered to 
the person to whom the notice is directed, either in person, by facsimile transmission, or by United 
States Mail, as a registered or certified item, return receipt requested. Notices delivered by mail 
shall be deemed given three (3) days after deposit of same in a regularly maintained receptacle for 
the United States Mail, with proper postage prepaid, and addressed as follows: 

If to Maker: Charles Wyly 

300 Crescent Court, Suite 1000 
Dallas, Texas 75201 


If to Payee: Security Capital, Ltd. 

P. O. Box 30868 SMB 
Ugland House 
Georgetown, Grand Cayman 

This Note has been executed and delivered, and is to be performed, in the Slate of Texas, 
and the laws of such state shall govern the validity, construction, enforcement, and interpretation of 
this Note. 

All agreements between Maker and Payee are expressly limited so that in no contingency or 
event whatsoever, whether by reason of advancement of the payment hereof, acceleration of 
maturity of the unpaid principal balance hereof, or otherwise, shall the amount paid or agreed to be 
paid to the holder hereof for the use, forbearance, or detention of the money to be advanced 
hereunder exceed the highest rate permissible under the laws of the State of Texas. If, from any 
circumstance whatsoever, fulfillment of any provision hereof or any other agreement referred to 
herein shall, at the time fulfillment of such provision be due, involve traracending the limit of 
validity prescribed by law which a court of competent jurisdiction may deem applicable hereto, then 
ipso facto , the obligation to be fulfilled shall be reduced to the limit of such validity, and if from 
any circumstance the holder hereof shall ever receive as interest an amount which would be 
excessive, such amount shall (i) be applied to the reduction of the unpaid principal balance due 
hereunder or (ii) be refunded to Maker and not applied to the payment of interest. This provision 
shall control every other provision of all agreements between Maker and the holder hereof. 
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Maker shall have the right to prepay the indebtedness evidenced by this Note, in whole or in 
pan, at any time, without premium or penalty of any kind whatsoever, and interest shall 
immediately cease to accrue on any part of this Note so prepaid. 

This Note is an unregistered debt instrumratt issued by a foreign lender to a United States of 
America obligor. 


^liis Note ca n not be offered or sold (or resold in connection rvith its i 
any mdivtduaf or entity who B~Tr*T31iited"~States Penion‘‘~as-tfaaHeni t is defin ed-and-rnKf^eted- 


under the laws of taxation of the United States of America. With respect to any assignee who is not 



This Note is intended to constitute and qualify as "portfolio debt investment" as that term is 
defined and interpreted under the taxation laws of the United States of America. The parties to this 
Note specifically intend that the interest payable hereunder shall not be subject to income or excise 
taxation, including the imposition of any withholding taxes thereon, under the laws of the United 
States of America or any state or municipality thereof 


The principal and interest payable per the terms and condition of this Note shall be payable 
only outside the United States of America and its possessions. 


It is specifically understood and intended that no "United States Person" (as that term is 
defined and interpreted under the taxation laws of the United Stales of America) shall ever be an 
owner or holder of this Note; however, should any "United States Person" (as that term is defined 
and interpreted under the taxation laws of the United States of America) ever become a holder or 
owners of this Note, such "United States Person" will be subject to limitation under the income tax 
laws of the United States of America. Any "United States Person" who holds this Note will be 
subject to limitation under the United States income tax laws, including the limitation provided in 
Sections 1 65(j) and 1287(a) of the Internal Revenue Code. 


The owner of this Note must certify to the Maker (or any distributor) of this Note that the 
owmer is not a "United States Person" (as that term is defined and interpreted under the taxation 
laws of the United States of America.) 

IN WnriESS WHEREOF, the undersigned has executed this Note effective as of the dale 
and year first above written. 




;S J. WYLY, JR. ' 


CHARLES 
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AGREED: 

The undersigned acknowledges and agrees to all terms and conditions of this Note. The 
undersigned certifies to the Maker that the undersigned is not a "United States Person" (as that 
term is defined under the taxation laws of the United States of America), 

SECURITY CAPITAL, LTD., 

A Cayman Islands Exempted Company 


By: 

Name: 

Title; 

Dated Effective as of March I, 2003 

2790M 
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' = Redacted by the Pemianent 


From: 

Sent: 

To: 

Subject: 


Keeiey Hennington 

Wednesday, October 15, 2003 8:^ AM 

Andrea Westbrook 

Fw: cw loans re: gorsemoor 


When I did cash flows last week I did thru 9/-29 and the S4m was not in the system - does 



Thanks 


The preceding e-mail message {including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeiey Hennington/htst on 10/15/03 09:39 AM 

"Margot Macinnis" 

10/15/03 09:30 AM 

To 

"Khennington (E-tnail) " 

"Michelle Boucher" 

Subject 

FW: cw loans re: gorsemoor 





The drawdowns for the CW $25M loan are as follows: 

March 6 - SIO M 
May 12 ~ S4M 
Jul 18 - S4M 
Aug 27 - SIM 
Sep 24 - S4M 

The total amount being S23 million. 
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~ Redacted by the Permanent 
— Sobcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Andrea Westfcx-ook 

Wednesday, October 15, 2003 8:35 AM 

Keeley Hennington 

Re: Fw: cw loans re: gorsemoor 


Yes, I guess we are. Actually, I am not sure I knew about the $4 mil, but I will get it 
entered. Sorry about that. 


Keeley Hennington/htst 
10/15/2003 09:33 AM 


Andrea Westbrook 
cc 

Subject 

Fw: cw loans re: gorsemoor 


When I did cash flows last week I did thru 9/29 and the S4m was not in the 
system - does this mean he is okay on cash for a while? I need to know what 
to go back to Michelle with. 

Thanks 


The preceding e-mail message (including any attachments) contains information 
that may be confidential, or constitute non-public information. It is 
intended to be conveyed only to the designated recipient (s) . If you are not 
an Intended recipient of this message, please notify the sender by replying 
to this message and then delete it from your system. Use, dissemination, 
distribution, or reproduction of this message by unintended recipients is not 
authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 10/15/03 09:39 AM 

"Margot Macinnis" 

10/15/03 09:30 AM 

To 

"Khennington (E-mail) ” 
cc 

"Michelle Boucher" 

Subject 

FW: cw loans re: gorsemoor 
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No. of . Days 

Amount 

4.80% 

Total Int 

03/06/03 

05/13/03 

66 

10.000,000 

480,000 

86,557.38 

05/14/03 

07/22/03 

67 

14,000,000 

672,000 

123,016,39 

07/23/03 

08/31/03 

41 

18,000.000 

864,000 

96,786,89 

09/29/03 

10/20/03 

22 

23.000.000 

t;tw:to0 



10/21/03 

03/01/04 

136 

25.000.000 

1 ,200,000 _ 

445,901,64 
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- Redacted by the Permanent 
_SubcwmnitteewiJnwsti^tjons 


From: 

Sent: 

To: 

Subject: 


Keeiey Hennington 

Tuesday, February 24, 2004 10:33 AM 
“Margot Maclnnis" jHiiiiHiiiiiiiiiM 
Re; Interest Caic 


INTlERE S T-RECAtlClSaS-PR OM NOTE.MA R U e4::(te- 



The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It Is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Margot Macinnis” 
02/24/04 12s45 PM 


"Khennington (E-mail)" 


"Michelle Boucher 
Subject 
Interest Calc 



Hi Keeiey, 

I've attached my spreadsheet for calculating the interest payment on the 

S25M. I can get your spreadsheet to match mine by tinkering with the 'days’ 

column (but I can’t seem to get the dates themselves to match up with the Security Capital 

bank statement in order to get back to the correct number of 

days) . Our figure matches the one Francis gave me (well it’s out by S65 

dollars) . 


1 will advise Security Capital to expect an interest payment of $887,539.73 from CW. Let 
me know if you have any questions/issues with the attached calc. 

«INTEREST RECALC_S25 PROM NOTE_MAR1_04 . xls» Margot MacInnis Compliance Manager 

(345) (tel) 
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mmmmmm - Redacted by the Pemwient 
Subcommittee on Investigations 

The Irish Trust Company 
P.O. Box 10658 APO 
5th Floor Harbour Place 
Grand Cayman, Cayman Islands 



INTEREST 
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Fidelity IFS Wire Room 


Page I of2 ' 


Incoming Wire/History Review 

Please fill out the form and click on Submit button 

ISasic Information 


I = Redacted by the Permanent 
c^iibcnmmittee on Investigations_ 


I processing Instruction 


I Tracking Wo. * Amount * 


1888393.44 
fwiNi Type Date 


[000^67457 


Account Type * 

jCheck;r!9 Search 



jAnaiysic 


|20040225A1Q1821E00023302251245rr0 

Originator 

|CHARLES J WYLY JR COMMUNITY PRO 

Name 

IqUEENSGATE BANK TRUST COL 


Email Fee Email 

j-^lease Select • ■^j 

I Pax Pee Paw 

: |- Please Selecl - |l-345-945-2197 



http://10.1.81.85/wire/loadpage_modal.asp?pagename=Incoming;_History_Review&wrapp... 10/5/2005 

ITIAL/BUSINESS/PROPRIETARY/ 

R CONFIDENTIAL INFORMATION 
1W001117 


Permanent Subcommittee on Investigations 

EXHIBIT #66 -FN 891 






4076 


T'’de]ity IFS Wire Room 


Page 2 of 2 


{1110) TiMstaop: 022S124SrT01 

( 1120 ) CdMAD: 2004022SJI1Q1821B000233022S12457T01 

tittttfitilfitft 


http://10.i.81.85/wire/loadpage_moda!.asp?pagename=Iiicommg_History_Review&wrapp... 10/5/2005 

CONFlDENTlALmUSINESS/PROPWETARY/ 

CUSTOMER CONFIDENTIAL WFORM ATION 

lyVOOllll* 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: Keeley Hennington 

Serrt: Thursday, March 10. 2005 231 PM 

To: ’michelle' 

Subj e ct; RF' Qi!>ri,irity P.qpitql 


We are going to borrow short term until the annuity payments come in. 

.Message 

michelle ] 

Sent: Thursday, March 10, 2005 11:25 AM 
To: Keeley Hennington 
Subject : Fw: Security Capital 

Ok? I assume you found some cash 
Original Message 

From: "Michelle Boucher||H||||||||||||||||||||[mi||miH|^ 

Date: Thu, 10 Mar 2005 17:24:04 
To: "Michelle Boucher -- BlackBerry" 

Subject: FW: Security Capital 


From: Jane 

Sent: Thursday, March 10, 2005 5:21:58 PM 
To: Michelle Boucher 
Subject: FW: Security Capital 
Auto forwarded by a Rule 


Hi Michelle - looks like we might get the cash tomorrow, 
Thanks for your help on this, 

Jane. 

Original Message 

Andrea Westbrook ^M|||||^_llll|||Ma||gM^H|M||||||^ 

Sent; 10/03/2005 5:21 
To; Jane Fleming 
Subject: Security Capital 


Hello! We are planning to send the interest payment tomorrow, Friday, March 11, and were 
wondering if you could please confirm wiring instructions. 

Thank you, 

Andrea Westbrook 

"Sent via BlackBerry." 
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Fidelity IFS Wire Room 


Page 1 of 2 


Incoming Wire/ History Review 

Please fill out the form and click on Submit button 


SubrfeeoB^^ 


Basic Information 

IProcessina Instruction 

Tracking No. * Amount * 

[Account 

^tocount Type * 






WiFe-Type -Dat« Status 

1 ■ 



|l600 |Mar11 2005 11:1! (Processed" 

j Standard 

(moo 

jAnaiysis 







OMAD 

Emap Fee 

EmaH 


|20050311A1Q1821E00017603111111Fr0 

1- Please Select - ▼! 

! 


Originator 

Fax Fee 

Fax 


(CHARLES J WYLY JR COMMUNITY PRO 

1' Please Select- 

(13459452197 


Name 

Instruction 
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Cha>1«sJ.Wy^.Jr. 
Statement of Ca^ FIoim^ 
A» of December 31. Zfi04 


2003 Prior Current 2084 

Yoar-to^atp Monm Month Year-to-Oite 


Cash • Begiiuilns of P^kxf 


Cash Flows in 

Oiractors Fees - Michaeis Stores 

Dimctors Fees - Scottish Annuity 

Great-West ^vtuity 
irtterest income 

Dividend Income - MMAAtutual Funds — 

Redacted 
by 

increase ffrBsm5w»i^r=^tar9ate _ 

PaftnersWp Pstrifaudon - Sta^te 

Partnership Pshibutim - Margate Investments 

^^brtrie^lyOwtnBuBoff^Tiww^wi* ; — 

-Aj&fl Mortoaoe oo riasiJ Little Wodfl^ ' ■ — — ^ 

T'ermanent Subcommittee — 

Notes Recervable 

SecuttyC^lal 

Accounts Recsfvable 


tnterfiunity Notes 

Total Cash Flow; In 

Redacted 

Cash Rows Otrt 

Interest Expense 

Mor^pige Intani^ - 0955 little Woody 

Mortgage PaymerU • Jourdvi Way 

Mortgage Payment - Lambda Nota 

Invesbnente: 

Michaels 

MavehchUSA 

by 

Permanent Subcommittee 
on Investigations 

FirM Dallas. Ltd. 

ShadywoodUSA 


FidaHty High income 

Treasury BIBs 

IRA/Rslirament Plans 

Real Estate Improvements / Furnishings 
Lambda Conslrvcbon 

Lambda Parcet A Furnishings 

Redacted 

by 

Ari Collection • Parcel A 

Autos / Jewelry 

Permanent Subcommittee 

Contribubons - Aspen Flyers. Ltd. 

Contributions - Lambda. Lid 

on Investigations 

Conttibutlons - Lime Woody. Ltd 

Contributxtrw - C&S Avialiort 

Conirlbutiorts - Shsdywood USA 

Property Taxes 


Highland Stargaie FamHy Office Shared Costs 

Current Year Tax F^yments I Withholding 

Tax Payments 

GtfiTax 

Fotrticat Contnbutions 

ChantaUe Contribut«ns 

Personal Insurarn^ Premiums 

Noo-charitable Gifts 

Personal Wittidrawals 

Redacted 

by 

Permanent Subcommittee 

Credit Cards 

7 ravel/Meals/Eraertainmeni 

Pent Expense 

on Investigations 


Rancri Ei^>ense 

Note Paymwit - Stargaie lovestmenis 
Ne( Inlerfamily/Efttity Cash Flows 
Notes External - Vaughn 
Tax AOjustments 
Mfsceitaneous Expense 

Tc«8i Cash Flow Out 

Net Cash • End of Period 


Permaoent Subcomnattee oo lovestleatioas 
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PROMISSORY NOTE 


$10,000,000.00 


Effective July 15, 2003 


FOR VALUE RECEIVED, ihe undersigned C'Maker^ promises to pay to the order of 
SECURITY CAPITAL, LTD., a Cayman Islands Exempted Company (’’Payee"), the principal sum 
of TEN MttliON and NO/lOO DOLLARS ($IO,000,CK)0.00), together with interest on the unpaid 
principal sum from time to time outstanding at the rate of FOUR AND SEVENTEEN 
HUNDRETHS PERCENT (4.17%) per annum from the date h^eof until paid. All principal and 
inta-est payable hereunder shall be due and payable in lawful money of the United States of 
America. 

The Payee may di^urse the principal of this note to die Maker hereof in ONE (1) or more 
advances from time to time. The Maker hereof shall be entitled to prepay the principal or interest 
of this note from time to time and at any time, in whole or in part, without premium or penalty, and 
thereafter, prior to the maturity of this note request the Payee to make ^ditional advances of 
principal hereunder. At no lime may the principal balance outstanding exceed the principal sum 
first mentioned, and at no time, except as Payee may otherwise agree, may the aggregate principal 
amount disbursed pursuant to this note exceed TEN MILLION and NO/1 00 DOLLARS 
($10,0(X),000). All prepayments shall be applied first to accrued but unpaid interest and then to 
principal, and this note shall not be deemed to be terminated or canceled even though the entire 
outstanding principal balance hereof may from time to time be paid in full prior to maturity. 
Notation by Payee on its records shall constitute evidence of the amount and date of any payment or 
advance hereunder. 

Interest on this Note shall be payable in annual installments calculated on the unpaid 
principal sum outstanding from time to time, commencing one year from the date hereof, and 
payable each succeeding year thereafter. Interest shall begin to accrue from the date of each 
advance from Payee to Maker. Ail remaining unpaid principal, together with any accrued, but 
unpaid interest, shall be payable in full on July 14, 2018. 

The entire unpaid principal balance of, and all accrued interest on, this Note shall 
immediately become due and payable at the option of the Payee upon the occurrence of the 
following events of default (the "Event of Default"): Failure by Maker to pay the principal and/or 
interest hereon as and when the same becomes due and payable in accordance with the terms hereof 
and the continuation of said failure for a period of ten (10) da>^ after Payee has provided Maker 
with written notice of such failure; or 

In the event the Event of Default specified hereinabove shall occur, Payee may proceed to 
protect and enforce its rights either by suit in equity and/'or by action at law, or by othCT ^propriate 
proceedings. No delay on the part of the holder of this Note in the exercise of any power or right 
under this Note or under any other instrument executed pursuant thereto shall operate as a waiver 
thereof, nor shall a single or partial exercise of any other power or right preclude further exercise 
thereof. 


■ 1 - 
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Except as expressly otherwise provided herein. Maker waives demand, presentment, 
protest, notice of nonpayment, notice of protest, notice of intent to accelerate, notice of acceleration, 
and any and all lack of diligence or delay in collection or the filing of suit hereon W'hich may occur. 

If this Note is not paid at maturity, howsoever such maturity may be brought about, and the 
same is placed in the hands of an attorney for collection, or if this Note is collected by suit or 
throu^ bankniptcy, probate, or other legal proceedings. Maker agrees to pay the costs of collection 
and attorneys' fees, in addition to the principal and interest 

This Note may be delivered by telefacsimile or similar facsimile transmission and, in such 
case, shall be deemed delivered upon Payee's receipt of such facsimile transmission. 

All notices or demands required or permitted hereunder shall be in writing and delivered to 
the person to whom the notice is directed, either in person, by facsimile transmission, or by United 
States Mail, as a registered or certified item, return receipt requested. Notices delivered by mail 
shall be deemed given three (3) days after deposit of same in a regularly maintained receptacle for 
the United States Mail, with proper postage prqtaid, and addressed as follows: 

If to Maker; Sam Wyly 

300 Crescent Court, Suite 1000 
Dallas, Texas 75201 


If to Payee: Security Capital, Ltd. 

P. O. Box 30868 SMB 
Ugland House 
Georgetown, Grand Cayman 

This Note has been executed and delivered, and is to be perfoimed, in the State of Texas, 
and file laws of such state shall govern the validity, construction, enforcement, and interpretation of 
this Note. 

All agreements between Maker and Payee are expressly limited so that in no contingency or 
event whatsoever, w'helier by reason of advancement of the payment hereof, acceleration of 
maturity of the unpaid principal balance hereof, or otherwise, shall the amount paid or agreed to be 
paid to the holder hereof for the use, forbearance, or detention of the money to be advanced 
hereunder exceed the highest rate permissible under the laws of the State of Texas, If, from any 
circumstance whatsoever, fulfillment of any provision hereof or any other agreement referred to 
herein shall, at the time fulfillment of such provision be due, involve transcending the limit of 
validity prescribed by law which a court of competent jurisdiction may deem applicable hereto, then 
ipso facto , the obligation to be fulfilled shall be reduced to the limit of such validity, and if from 
any circumstance the holder hereof shall ever receive as interest an amount which would be 
excessive, such amount shall (i) be applied to the reduction of the unpaid principal balance due 
hereunder or (ii) be refunded to Maker and not applied to the payment of interest. This provision 
shall control every other provision of all agreements between Maker and the holder hereof 
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Maker shall have the right to prepay the indebtedness evidenced by this Note, in whole or in 
part, at any time, without premium or penalty of any kind whatsoever, and interest shall 
immediately cease to accrue on any part of this Note so prepaid. 

This Note is an unregistered debt instrument issued by a foreign lender to a United States of 
America obligor. 

This Note cannot be offered or sold (or resold in connection with its original issuance) to 
any individual or entity who is a "United States Person" as that term is defined and interpreted 
under the laws of taxation of the United States of America. With respect to any assignee who is not 
a "United States Person," Payee may assign the Note without die consent of Maker and any such 
assignment shall not relieve the Maker of its obligations hereunder, except that Maker shall make 
all payments to and give any notices at the address of such assignee as provided to Maker by Payee. 

This Note is intended to constitute and qualify as "portfolio debt investment" as that tenn is 
defined and interpreted under the taxation laws of the United States of America. The parties to this 
Note specifically intend that the interest payable hereunder shall not be subject to income or excise 
taxation, including the imposition of any withholding taxes Ihcreon, under the laws of the United 
States of America or any state or municipality thereof. 

The principal and interest payable per the terms and condition of this Note shall be payable 
only outside the United States of America and its possessions. 

It is specifically understood and intended that no "United States Person" (as that term is 
defined and interpreted under the taxation laws of the United States of America) shall ever be an 
owner or holder of this Note; however, should any "United States Person" (as that term is defined 
and interpreted under the taxation laws of the United States of America) ever become a holder or 
ownras of this Note, such "United States Person" will be subject to limitation under the income tax 
laws of the United States of America. Any "United States Person" who holds this Note will be 
subject to limitation under the United States income tax laws, including the limitation provided in 
Sections 165© and 1287(a) of the Intemal Revenue Code. 

The owner of this Note must certify to the Maker (or any distributor) of this Note that the 
owner is not a 'United States Person" (as that term is defined and interpreted under the taxation 
laws of the United Slates of America.) 

IN WITNESS WHEREOF, the undersigned has executed this Note effective as of the date 
and yeiu first above written 


SAM WYLY 
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AGREED: 

The undersigned acknowledges and agrees to all terms and conditions of this Note. The 
undersigned certifies to the Maker that the undersigned is not a "United States Person" (as that 
term is defined under the taxation laws of the United States of America). 

SECXIRTTY CAPITAL, LTD., 

A Cayman Islands Exempted Company 



Title: 1 ) (A&jOK 

Dated Effective as of July 15, 2003 


- 4 - 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Serrt: 

To: 

Subject: 


Keeiey Hennington 
Monday, July 14, 2003 2 :32 PM 
mboucher(^|||||||||||^^ 
notes 


Attachm^s: SW-revo!ving note-SEC CAP.cfoc; SWYLY • Note - REVOLVING LiNE.doc 


Below are the loan documents for Sam ~ let me know how you want to circulate. 4.17% is 
the APR rate for July 

{Newgale) 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 



SW-revoh/ing SWYLY -Ntote- 
wte-SEC CAP.doc ..^EVOLVING LINE... 


Permanent Subcommittee oo lovestigations 

EXfflBIT #66 - FN 893 


Confidential 

SEC_ED00002645 


PSI_ED0000264S 




4086 


PROMISSORY NOTE 


$20,000,000.00 


Eflfective July 15, 2003 


FOR VALUE RECEIVED, the undersigned ("Mater") promi^ to pay to flie order of 
SECURITY CAPITAL, LTD., a Cajroan Islands Ex^^Hed Conpany the princ^al sum of 

TWENTY MUliON and NO/lOO DOLLARS ($20,000,000.00), together with int^est on the 
unpaid principal sum from time to time outstanding at the rate of POUR AND SEVENTEEN 
HUND^THS PERCENT (4.17%) per annum fix)m the date hweof until paid. All principal ami 
interest payabte hereunder shaO be due and paj^le in lawful money of the Unked States of Amaica. 

The Pajee rmy (hsburee the princ^al of this note to the Maker hraeof in ONE (1) or more 
advances from time to time. The Maker h^eof shall be entitled to prepay die princ^al or interest of 
this note from time to time and at any time, in whole or in part, without premium or penafty, and 
thereafio’, prior to the maturity of this note request the Payee to make additional advances of principal 
tereunder. At no time may tlie principal balance outstanding exceed die principal sum first mentioiKd, 
and at no time, except as Pa^e may otherwise agree, may the aggregate principal amount disbursed 
pursuant to thfe iK>te exceed TWENTY MILLION and NO/lOO DOLLARS ($20,CXX),(XX)). AH 
prepayments shall be appted firel to accrued but unpaid interest and then to principal, and this note 
shall not be deemed to be terminated or canceled even though the entire outstanding principal balance 
hereof imy fiom time to time be paki in fiiU prior to maturity. Notation by Payee on its records shall 
constitute evicfcnce of the amount and date of any payment or advance hereunder. 

on this Note shall be payable in annual installments calculated on the unpaid ^mncipal 
sum outstanding from time to time, commencing one year from the date h^eof, and payabte each 
succeeding year thereafter. Interest shall begin to accrue firom the date of each advance from Payee to 
Maker. AH remaining unpaid principal, together with any accrued, but unpaid into-est, shall be payabte 
in M on July 14, 2018. 

The OTtirc unpaid principal balance of, and all accrued interest on, this Note shaU iiransdiately 
become due and paj^ble at the option of the Payee upon the occurrence of the following events of 
de&ult (the "Event of Default"): Failure by Maker to pay the principal and/or interest hereon as and 
when the same becomes due and payable in accordance with the terms h^^f and the continuation of 
said feilure for a period of ten (10) days after Payee has iMovided Maker with written notice of such 
failure; or 

In the event the Event of Default specified hereinabove shall occur. Payee may proceed to 
protect and enforce its ri^ts eithCT by suit in equity and/or by action at law, or by othCT apfaopriate 
proceedings. No delay on the part of the holder of this Note in the exercise of any power or right 
under this Note or under any other instrument executed pursuant thereto shall operate as a waiver 
therwf, nor shaH a single or partial exercise of any other power or right preclude further exercise 
theraif. 
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Except as expressly otherwise provided herein, demand, presentmant, protest, 

notice of Donpa)Tnent, notice of pHot^t, notice of intent to ax»fcrate, notice of acceleration, and any 
ard all lack of diligence or delay in collection or the filing of sttf ber^n which may occur. 

If this Note is not paid at maturity, howsoever sudi maturity n^y be trought about, and the 
same is placed in the hands of an ^tonKy for coUectdo, or if this Note is collected by suit or through 
bankruptcy, probate, or other legal fffoceedm^, Ivfaker a^ees to pay the costs of collection and 
attorneys' fees, in addition to the and intei^t. 

This Note may be delivered by tetefacsimik or sin^kr ^siirde transmission and, in such case, 
shall be deemed delivered upon Pay^'s ra:^t of such facsinde transmission. 

All notices or demands required or permitted hereunder shall be in writing and delivered to the 
person to wlK>m the notice is dh^ted, either in person, f^simile transmission, or by United States 
Mail, as a registered or certifiai item, return receipt requested. Notices delivered by rrail shall be 
deemed given three (3) da)s after deposit of same in a regularly maintained receptacle for the United 
States Mail, with proper postage prepaid, and addressed as ft)lJows: 

IftoM^er: SamWyly 

300 Crescent Court, Suite 1000 
Dallas, Texas 75201 


If to Payee: Security Coital, Ltd 

P. O. Box 30868 SMB 
Ugland House 

Georgetown, Grand Cayman 

This Note has been executed and delivered, and is to be performed, in the State of Texas, and 
the laws of such state shall govan the validity, construction, enfoimnent, and interfHetation of this 
Note. 


All agreements between Maker and Payee are exfffessly limited so that in no contingency or 
event whatsoever, whether by reason of advancement of the payment hereot acccleraiion of maturity 
of the unpaid principal balance hereof, or otherwise, shall the amount paid or agreed to be paid to tte 
holcter hereof for the use, forbearance, or detentkMi of the money to be advanced hereunder exceed the 
high«I rale permissible under the laws of the State of Texas. If, from any circumstance whatsoeva, 
fulfillment of any provision hereof or any oth^ ^eement referred to herein shall, at the time fulfillment 
of such provision be due, involve transcending the BrrA of vafidity prescribed by law which a court of 
conpetent jurisdiction may deem appiicaWe hereto, then tpso facto, the obligation to be fulfilled shall 
be reduced to the linut of such validity, and if from any circumstance the holdo’ hereof shall ever 
receive as interest an amount which would be excessive, such amount shall (i) be applied to the 
reduction of the unpaid principal balance due hereunder or (ii) be refunded to Maker and not ^plied to 
the payment of interest. 1108 provision shall control every other provision of all agreements l^ween 
Maker and the hokJer hereof. 
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Maker shall have tte right to prepay the indelHalness eviiteiced by this Note, in whofe or in 
part, at any time, without premium or penalty of any kind w^iatsoever, and interest shall immediately 
cease to accnie on any part of this Note so prepaid 

This Note is an unregistered (kbt instrument issued ly a foreign lender to a United States of 
America obligor. 

The Note cannot be offered or sold (or resoW in (X)nDection with its original issuance) to any 
individual or entity who is a "United States Fferson” as that term is defined and interpreted uiKkr tte 
tows of taxzaion of the United States of America. With respect to any assigiKe who is iK>t a "United 
States Person," Payee nay assign dre Note without the consrat of Maker and any such assignment 
shall not relieve the Maker of its oblig^ions hereunder, except that Maker shaU make all payments to 
and give any notice at the address of such assignee as provkJ^ to Maker by Payee. 

This Note is intended to constitute and qualify as "portfolio debt investment" as that term is 
defined and interpreted un(fcr the taxation tows of the United States of America. The parties to this 
Note specifically intend that the interest payable hereunder shall not be subject to income or excise 
taxation, including the iipposition of any withholding taxes thereon, under the tows of the United Stales 
of America or any state or municipality thereof. 

The priocpal and interest |»yable per the terms and condition of this Note shall be payabto only 
outside the United States of America and its possessions. 

It to specifically undb^tood and intended that no "United Stat^ Person" (as that term to defined 
and inteipreted under the taxation tows of the United States of America) shall ever be an owner or 
holder of this Note; howev^, should any "United States Person" (as that term to defined and 
interp^ted uncter the taxation tows of the United States of America) ever become a holder or owners 
of this Note, such "United States Person” will be subject to limitatioD under the income tax tows of the 
United States of America. Any "United States Parson" who holds this Note will be subject to 
liiritation under the United Stales income tax tows, including the limitation povided in Sections 165(j) 
and 1287(a) of the Internal Revenue Code. 

The owna- of this Note must certify to the Mako- (or any dtotrilwtor) of this Note that the 
owner is not a "United States Person" (as that term to defined and interpeted under the taxation tows 
of the United States of America.) 

IN WITNESS WHEREOF, the undersigned has executed this Note effective as of the date and 
year first above written. 


SAMWYLY 

- 3 - 
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mmmmmm = Redacted by the Pemianent 

Subcommittee on Investigations 



07/23/2003 12:21 PM 
Please respond to 
"Michetie Boucher" 


To <ralexandei^MBmi 
cc 
bcc 

Subject ^ today, likely woni hit urrtil later In the 

* afternoon 


PermaaeBt Snbcomnrfttce OP lovestigations 

EXHIBIT #66 -FN 896 
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Rena Alexander/htst 
07/17/200304:15 PM 


= Redacted by the Permanent 
Subcommittee on Investigations^ 


To "Michelle Boucher 1| 


cc 

bcc 

Subject Re:SWwifelnsbuctions 


Bank of Ajnerica, Dallas, Texas 
ABA# 111000025 
for Sam ^ly Separate Property 
Acc« 4770767310 
"Midielle Boudref“i 



Thanks 

To <ralexander^iiHH 
cc 

Subject SW wire instructions 


Pis conftm to whic^ account we should wre tfte $6M loan from Secunty Capital, i expect we should have 
It avaS to wire ext Monday or Tuesday but will let you Imow as soon as I do. 


CONFIDENTIAL 
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Bankof America 



SAM WYLY SEPARATE PfWPERTY 
RENA ALEXANDER, JANA FREDERICK OR 
KEELEY HENNINGTON 


~ Redacted by the Permanent 
Subcommittee on Investigations 

H 

Page 3 of 4 
Statement Period 
07 01-03 through 07-31-03 
Number of checks enclosed: 16 
E GO 0 C P 24 0626322 


Acemmt Number: I 


Interest Checking Additions and Subtractions 


Date Resulting 

Posted Amoant($) Balanced) Transaction 



07-23 6,000,005.00 + 6,108,229.72 Wire TjrperWire IN Date; 072303 Time:1358 Ct 

Trn:030723044«17 Fdrefi^Seq:Fts0307233914IOO/00576S 
OrigtQueensgate Bank Snd Bk:Bank Of New York IDMI 
Det^Kef; Security Capital 

07-23 1,060,000.00- 5,048,229.72 Wire lypetBook Out Date.-072303 Time:i509 Ct 

TmK5^3054410 Related Reft0103072300503lNn 
BnfiBanc Of America Securities ID:Cal:1233932116 



Permanent Subcomii^ee OB favestlgatioDS 

EXHIBIT #66 -FN 896 


Confidential Treatment Requested 


BA 09505 
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Bankof America 


HIRE TRANSFER ADVICE PAGE 1 OF 1 
BANK OF AMERICA, N.A. 

MIRE TRANSFER DEPT CA4-706-08-21 
CONCORD, CA 9A520 


SAM WYLY SEPARATE PROPERTY 
RENA ALEXANDER, JANA FREDERICK 
KEELEY HENNINGTOM 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 


mmmmmmm = Redacted by the Permanent 
Subgqmmittee on Investigations 


DATE* 07/23/05 
DIRECT INQUIRIES T0> 
800.227.3337 


USD AMOUNT $8,000,000.00 


TRANSACTION REF« 

ORIGINATOR! 
ORIGINATOR'S BANK* 
SENDING BANK! 
PAYMENT DETAIL! 

0307250AA817 

QUEENS6ATE BANK 

BANK OF BUTTERFIELD INTERNATIONAL 
BANK OF NEH YORK 
/REF* SECURITY CAPITAL 

FEDREF/SEQi FTS830723391A100/Q05763 
IMAD* 2e03O725BlQ8153C0Q5763 

ID* 

ID* 8033265088 

ID* 021000018 

THF FOU OMTMB UTBF DFKTTFn TOntY. 


USD AMOUNT $20,000.00 

T--NSACTION REF* 

1 ATED REFi 

030723020252 

0103072300092ANN 



OKlGINATORi 

TMCTDlirTTMIS HAMITi 

SAM WYLY SEPARATE PROPERTY 

KAMir ns* AMPBTr'A 

IDi| 


AnSiKVwiinu Bnnn! 

BENEFICIARY* 

BAnK ur AncKXwA 

THE PRINCIPIA CORP 

ID* 


B ENEFICIARY * S BANK t 
PAYMENT DETAIL* 

MOX BANK OF AMERICA MISSOURI 

FOR CREDIT TO* JOSHUA STEELE, ACCT 

ill* 

137340 

THE FOLLOHINO HIRE WAS DEBITED TODAY. 


USD AMOUNT $1,060,000.00 


TRANSACTION REFi 
RELATED REFi 
ORIGINATOR t 
INSTRUCTING BANK* 
BENEFICIARYi 
PAYMENT DETAIL! 


Q3072305AA10 
01030723005031NN 

SAM WYLY SEPARATE PROPERTY ID 

BANK OF AMERICA ID 

BANC OF AMERICA SECURITIES ILC IB 

FURTHER CREDIT TOt RANGER CAPITAL LTD, ACCT 
Y, ATTHi MATT JOSE 



SENDER* SAM NYL 


I Permanent Subcommittee op iDvestfeatlons 

EXHIBIT #66 -FN 896 
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= Redacted by the Permanent 
__Subcorranitteeonh^^ 


From: 

Keeiey Hennington 

Sent: 

Monday, September 15, 2003 7:13 AM 

To: 

Lesley Attenberger 

Cc: 

Jana Frederid< 

Subject: 

Fw: SW Separate Property 


This should be booked as an addition to the Security Capital loan already on the books ( I 
am hoping there are not two) - you might get Jana to help you 

The S.1M should be paid back to Wrangler as soon as this money hits 

Thanks 


The preceding e-mail message (Including any attachments) contains Information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated rec.ipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeiey Hennington/htst on 09/15/03 08:18 AM 

"Michelle Boucher" <mbouoher 
09/12/03 04:07 PM 

To 

<khenningto 
cc 

Subject 

SW Separate Property 




The S1.25M will be wired from here to you on Monday. It just hit Security Capital. 


Permanent Subcommittee on Investigations 

EXfflBIT#66-FN896 
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Bankof America 


SAM WYLT SEPARAI® PROPEBTY 
EBNA ALEXANDER. JANA FREDERICK OR 
KEELEY BENNINGTON 



Page 3 of 4 
SUteinent Period 
09-01-03 Ihrou^ 09-30-03 
Number of checks enclosed: 20 
E 00 0 C P 24 0514452 


Account Number: i 


Interest Checking Additions and Subtractions 


Date 

Posted 

Amoimt($) 

Kesidting 

Balance($) 

Transaiition 

09-11 

500,000.00- 

478,671.98 

Wire lypeiBook Out Date,-091103 'Bme:1052 Gt 

TVn:030911(K2065 Related Ref;01030911000686Nn 

Bnf£anc Of America Securities 2D:Cal:1233932118 

Pmt DetjFm^jCT Credit To Ranger Capital Group Ltd 
, Acct^IHlBh fipndf»r: Sam Wyly 

09-11 

20,00- 

478,651.98 

Wire 'Iransier Fee 

09-12 

29,743.14- 

448,908.84 

Funds IVansfrar Debit 

Pdes Ntx 0001145 Nbka6Y3 

09-15 

1,250,000.00 + 

1,698,908.84 

Wire TVpe-.Wire IN Date: 091503 'nme;1407 Ct 

TVniOaC^lSOSOiaa Fdre^Seq:Fts0309159238900/006981 

OriyQueensgate Bank Snd Bk:Bank Of New York IDflP 

Pmt Deti/RefSecurity Capital 

Wire l^eilntl Out Date:091S03 'nme:1451 Ct 

Tm:030916056527 Related Ref:Q1030915005742Nn 

BnfMorgan Lewis Bockius IDUHliHIlIBnf EkrNation 

AL Wesfiningter Ba ID:Nwbkgb2128P Pmt Det:Ref: Invo 

Check 9688 

09-15 

16,931.58- 

1,681,977.26 

09-15 

25,000.00- 

1,656,977.26 

09-15 

936.89- 

1,656,040,37 


09-15 

45.00- 

1,655,995.37 

Wire Transfer Fee 

09-17 

936.90- 

1,655,058.47 

Check 9686 

09-18 

1,000,000.00- 

655,058.47 

Funds Transfer Debit 

Pdes Ntac 0001145 NbkaSYS 

09-18 

150,000.00- 

505,058.47 

Check 

09-19 

128.64- 

504,929.83 

Check 9694 

,09-18 

8,752.84- 

496,176.99 

Check 9690 

09-19 

4.986.00- 

491,190.99 

Check 9687 

09-22 

244.33- 

490,946.66 

Check 9693 

09-22 

9,050.46- 

481,896.20 

Check 9691 

09-23 

16,471.34. 

465,424.86 

Check 9635 

09-23 

11,913.00- 

453,511.86 

Check 9695 

09-23 

473.44- 

453,038.42 

Check 9692 

09-24 

3,535.35- 

449,503.07 

Funds IVansfer Debit 

Pdes Ntx 0001145 Nbka6Y3 

09-26 

84,376.00- 

365,127.07 

Funds 'IVansfer Debit 

Fdes Ntx 0001145 Nbk777U 

09-26 

■ 8,200.00- 

366,927.07 

Funds lYanaier Debit 

Fdes Ntx 0001145 Nbk777U 

09-26 

6,231.59- 

361,696.48 

Check 9697 

09-29 

10^75.26- 

341,420.22 

Check 9699 

09-30 

65.21 + 

341,465.43 Interest Earned 

Checks Posted in Numerical Order 


Check Date 

Number Posted Amount($l 


Check Date 
Number Posted 


Amount($I 


Check Date 

Number Posted AmountfS) 


9677 

09-18 

09-02 

150,000.00 

474.93 

9679* 

09-05 

7.268.24 

9680 

09-08 

4.300.23 

9681 

09-04 

18.013.61 

9682 

09-10 

25,000.00 

9683 

09-09 

39,388.41 


9684 

09-15 

936.89 

9685 

09-23 

16,471.34 

9686 

09-17 

936.90 

9687 

09-19 

4,986.00 

9688 

09-15 

25,000.00 

9690* 

09-19 

8,752.84 

9691 

09-22 

9,050.46 


9692 

09-23 

473.44 

9693 

09-22 

244.33 

9694 

09-19 

128.64 

9695 

09-23 

11,913.00 

9697* 

09-26 

5,231.59 

9699» 

09-29 

10,276.26 


Permanent Subcenunittce on Investigatioas 

EXfflBrr#66-FN896 


Rserdciiripw 
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Bankof America 


SAM WYLY SEPARATE PROPERTY 
BEHA ALEXANDER. JANA FREDERICK OR 
KEBLBY HENNINGTON 


wM = Redacted by the Permanent 

Subcommittee on investigations 


H 


Page 3 of 4 
Su4ament Period 
(mi-03 through 09-3<M>3 
Number of checin enclosed: 20 
E 00 0 C P 24 00(K22» 


Account Nttmber: J 


Interest Checking Additions ahd Subtractions 


Date 

Posted 

Amount($) 

Resulti&ff 

BalanceCS) 

Transaction 

09-11 

500,000.00- 

478,671.98 

Wire lypetBook Out Date:0S1103 Titi»:1052 Ct 

Tm:030911022065 Related Ref:010309110(K)686Nn 




Bn£Banc Of America Securities ID:Cal:1233932118 




Pmt Credit To Ranger Capital Grot^ Ltd 

, Acct^H^H^Sender. Sam wyly 

09-11 

20.00- • 

478,651.98 

Wire Transfer Pee 

09-12 

29,743.14- 

448,908.84 

Funds IVansfer Debit 

Fdea Ntz 0001145 UbkeOYS 

09-15 

1,250,000.00+ 

1,698,908.84 

Wire TypetWire IN Date: 091503 'Rine:1407 Ct 

Tm.'03091S050138 Fdrefi'Seq:Fts0309159238900/006981 

OrigQueensgate Bank Snd Bk:Bank Of New York IDflP 
flUM^Pint Det:/Re£Security Coital 

Wire lypetlntl Out Date:091w3 'nixie:1451 Ct 

09-16 

16,931.68- 

1,681,977.26 

lVn.'03091S056527 Related Ref;010^9is005742Nn 

BnfMorgnn Lewis Bockius IDlHHH^Bnf Bk:Nation 

AL WestnuDster Ba ID:Nwbkgb2128P Pmt Detdlef: Invo 

Ice 

Check 9688 


09-15 

25,000.00- 

1,656,977.26 

09-15 

936.89- 

1,656,040.37 

Check 9684 

09-16 

46,00- < 

1,655,995.37 

Wire Transfer Fee 

09-17 

936.90- 

1,655,058.47 

Check 9686 

09-18 

0^ 

1,000,000.00- 

655,058.47 

Funds Transfer Debit 

Fdes Ntx 0001145 Nfaka6Y3 

150,000.00- 

505,058.47 

Check 4^14 

09-19 

128.64- 

504,929.63 

Check ^94 

09-19 

8,752.84- 

496,176.99 

Check 9690 

09-19 

4,986.00- 

491,190.99 

Check 96S7 

09-22 

244.33- 

490,946.66 

Check 9693 

09-22 

9,050.46- 

481,896.20 

Cheek 9691 

09-23 

16,471.34- 

465,424.86 

Check 9665 

09-23 

11,913.00- 

453,511.86 

Check 9695 

09-23 

473.44- 

453,038.42 

Check 9692 

09-24 

3,635.35- 

449,503.07 

Funds IVansfer Debit 

Fdes Nts 0001145 Nbka6Y3 

09-26 

84,376.00- 

365,127.07 

Funds IVansfer Debit 

Fdes Ntx 0001146 Nbk777U 

09-26 

6,200.00- 

1,231.69- 

356,927.07 

Funds IVansfer Debit 

Fdes Ntx 0001146 Nbk777U 

09-26 

351,695.48 

Check 9697 

09-29 

10,275.26- 

341,420.22 

Check 9699 

09-30 

65.21 + 

341,485.43 

Interest Earned 


Checks Posted in Numericoi Order 


Check Date 
Number Posted 

-AmountlS) 

Check Date 
Number Posted 

Amount($) 

Check Date 
Number Posted 


9677 

09-18 

iso.ooo.oo'^ 

9684 

09-15 

936.89 

9692 

09-23 

473.44 

09-02 

474.93 

9685 

09-23 

16.471.34 

9693 

09-22 

244.33 

9679* 

09-05 

7,268.24 

9686 

09-17 

936.90 

9694 

09-19 

128.64 

9680 

09-08 

4,300.23 

9687 

09-19 

4.986.00 

9695 

09-23 

11,913.00 

9681 

09-04 

18.013.61 

9688 

09-15 

25.000.00 

9697» 

09-26 

5,231.59 

9682 

^3 

09-10 

09-09 

25,000.00 

39,388.41 

9690* 

9691 

09-19 

09-22 

8,752.84 

9,050.46 

9699‘- 

09-29 

10,275.26 


Permanent Subcommittee on iDvestieatioas I 

EXfflBIT#66-FN896 | 

■-i^— CONFIDENTIAL 
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== Redacted by the Permanent 
Subcommittee on Investigations 


Sam Wyly 

Cash Flow Summary-Domestic 
Period Ended September 30,2003 


Cash and Agencies at 1/01/03 

Inflows: 

Interest and Dividends 
Annuity Income 
Director Fees 
Life Insurance Sumender 
Other Income 


Borrow - Securit y Cap ital 
Boitow - 

Boirow - Tallulah 
Boitow - Wraigier 
Borrow - Ranger Investment 
Payment on Loan from Jason 


Outflows: 


Total inflow 


Investments: 

Contribution to Ranger 

Contribution to C&S 

Contribution to Green Mountain Dallas 

Contribution to Ranch 

Consfruction - Beverly 

Art and Furniture 

Jewelry 

JP Morgan loan payment 


Total Investments 


09/30/03 




Interest Expense • Wrangler 
interest Expense • Security Capital 
Charity 


Legal and accounting 
Taxes - Federal 
Gifts ' Non Charitable 
Persona! witodraws 
Political 
Insurance 
Schooi/Educaticm 
Rent 

Household 



825,000 



Permanent Subcommittee on Investi^tions 

EXHIBIT #66 -FN 896 
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■ „ T_ve<;ueations 

III r 


Telephone 

Subso-iptions/Dues 

Travei/Entertainment 


Utilities 
Miscellaneous 
Credit Cards 
Family Office 
Famil y Meeting 
Book I 
Art and History 



Total Expenses 
Total Outflows 


Cash at 9/30/03 



Confidential 

SEC_ED00061525 


PSI ED00061525 
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____ = Redacted by the Peniianent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Rena Alexander 

Tuesday, October 21, 2003 7:41 AM 
Keeley Hennington 
Re; Fw: Security Capital 


Wonderful i !! i ! Should I e-mail Mr. David about the transfer happening tomorrow? 


Keeley Hennington/htst 
10/21/2003 08:39 AM 

To 

Rena Alexander 


Subject 

Fw: Security Capital 


to the rescue 


The preceding e-mail message (including any attachments) contains information 
that may be confidential, or constitute non-public information. It is 
intended to be conveyed only to the designated recipient (s) . If you are not 
an intended recipient of this message, please notify the sender by replying 
to this message and then delete it from your system. Use, dissemination, 
distribution, or reproduction of this message by unintended recipients is not 
authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 10/21/03 08:47 AM 

"Margot Macinnis" 

10/20/03 05:07 PM 



To 

"Khennington 


"Michelle Boucher" 
Subject 

Security Capital 


Permanent Subcommittee OP Investigations 

EXfflBIT#66-FN896 


Confidential 
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» Redacted by the Permanent 
^SiAcoiroratteeonJnvesdg^ 


Security Capital will be wiring the final tranche of S2.75M to SW in respect 
of the $10M revolving credit note. You should expect to see the funds 
tomorrow . 


Margot MacTnnis 
Compliance Manager 


(345) |■■■|■||■^tel} 

(345) 

The Irish Trust Company 
P.O. Box 10658 APO 
5th Floor Harbour Place 
Grand Cayman, Cayman Islands 


Confidential 

SEC_ED00011033 


PSI_ED000n03 
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Amoiint($) Number Posted AmountfS) 


• flU 10-22 

■ ig;i 


Permanent Sabcomntfttee op InvestigatioDS 
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Bankof America 



HIRE TRANSFER ADVICE PAGE 1 OF 1 
BANK OF AMERICA, N.A. 

HIRE TRANSFER DEPT CAA-706~08>21 
CONCORD, CA 94520 


SAM HYLY SEPARATE PROPERTY 
RENA ALEXANDER, JANA FREDERICK OR 
KEEIEY HENNIN6T0N 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7SS2 


DATEt 10/21/03 
DIRECT INQUIRIES TOt 
800.227.3337 


THE FOLLOWING WIRE HAS CREDITED TODAY . 


TRANSACTION REFt 

ORXeiNATORt 
ORIGINATOR *S BANKt 
SENDING BANKt 
PAYMENT DETAIL I 


031021034217 
QUEENSGATE BANK 

BANK OF BUTTERFIELD INTERNATIONAL 
BANK OF NEW YORK 
/REFtSECURITY CAPITAL 


USD AMOUNT 92,750,008.00 

FEDREF/SEQt FTS0310216QB2800/004118 

IMADi 20031021B1Q8I53C804118 

IDt 

IDi 8033285088 
IDt 021000018 


= Redacted by the Permanent 

^^_^^^ubcCTnm|tteeonJnvestigations 


I Permanent Subcommittee on Investigatiops 

__J|jaiIBIT#66JFN89^ 
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mmmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


From; 

Sent: 

To; 

Subfect: 


"Micheiie Boucher* 
Monday, July 
<ralexander(§^|||||H 
Re; Security Capital* 


yes , thanks . 


Original Mess 

From: <ralexa 
To: <MBoucher 
Sent: Monday, July 12, 2004 9:34 AM 
Subject: Security Capital 


> Michelle, 

> Sam has a payment due Security Capital of interest only, on 10 Million, 
due 

> 7/15. Do I ask Margo to confirm amount of the payment? 

> 

> Rena 


Permanent Subcommittee on iDvestigatlons 

E XHI BIT #66 - FN 897 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Rena Alexander 

Tuesday, July 13, 2004 8:45 AM 
"Margot Maclnnis" 

RE; Interest on lOMillion due 7/15 


ThanX you. I'll send the funds for the 15th. 


"Margot MacInnis"|B| 
07/13/2001 10:02 AM 


To 

<ralexande 


Subject 

RE: Interest on lOMillion due 7/15 


This looks fine Rena, please go ahead and arrange to send the funds for value 
July 15th. Please let me know if you need anything else. 


Original Me^ 

From: ralexanderiin 

Sent: Monday, July 12, 2001 1:03 PM 
To: Margot Maclnnis 

Subject: RE: Interest on lOMillion due 7/15 


I started with July 23rd the first time. The dates the bank is showing ace: 

Sept. 11th and Oct. 21nd. 

I'm attaching my schedule. I'm thinking our schedules won’t match exactly, right? 
(See attached file: samseccaplntcalc.xls) 



07/12/2004 03:19 


Permanent Subcommittee ev lavestigatiops 

EXfflBIT#66-FN897 
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= Redacted by the Permanent 
Subcommittee on Investigations^ 


PM 


Subject 

RE; Interest on lOMlliion due 7/15 


I checked the funds movement and updated the attached schedule- I think in order to make 
this work, you will need to adjust your records to show the interest accruing over fewer 
days since the initial funds weren’t advanced until July 23rd (rather than July 15th), but 
this will work itself out next year. I’ve assumed in my schedule that the Sept & October 
advances as being received domestically on the date they were transferred out of Security 
Capital (but I'm not sure what date was used on your end). 

Let me know if you have any questions. 

Margot 


Original Me ssage- — — 

ralexanderll|^mi|^ 

Sent: Monday, July 12, 2004 1:20 PM 
To: Margot Maclnnis 

Subject; RE: Interest on lOMiiiion due 7/15 


That sounds great, Than)cs Margot 


"Margot Maclnnis" 



07/12/2004 01:23 
PM 


<ralexander 0 


To 


cc 


Subject 

RE: Interest on lOMiiiion due 7/15 


I checked the note and you are correct that the SW/SecCap note is due July 


Confidential 

SEC_ED00011762 


PS1_ED00011762 
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15th. Our note is July 20th. I will check with Security Capital to 

confirm the dates the funds moved. It doesn’t make sense to me that we advanced funds 
after July 20th and the SW/SecCap note is dated July 15th. 

We will need to ensure the interest calcs match up with the funds flow - I'll get back to 
you when I receive the information from Security Capital — which should be shortly. 

Margot 


Original Mess age — 

ralexander^HmUlllll^i HHHIIIHIIHHi 

Sent: Monday, July 12, 2004 12:19 PM 
To: Margot Macinnis 

Subject: RE: Interest on lOMillion due 7/15 


Margot, 

Some of the differences are the dates as you said, but the biggest difference is 
that my Note shows the interest to be payable annually on 7/15. And expireing on 7/14, 
2018. Maybe I need a copy of your note for my records. My note is signed by Sam but 
isn't signed by Security Capital. 

I'll recalculate with your dates, but I'm really concerned about the actual due date. 
Thanks, Rena 


"Margot Macinnis" 



07/12/2004 12:07 
PM 


<ralexander§a 


To 


cc 


Subject 

RE: Interest on lOMillion due 7/15 


Hi Rena, 

I calculate a different figure using your interest rate of 4.17% and the 

number of days o/s per our system, I’ve attached the summary so that you 

can tell me where we are different. The SIOM was advanced on different dates, so I’m 

wondering if that’s where the difference comes up - since there are generally lags as to 

when the money leaves Dallas and gets to Security Capital. 

Also the promissory note indicates that interest is due July 20th so my calculations are 
effective as of this date. 


Confldenfiai 

SEC_ED00011763 
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- Redacted by the Permanent 
Subcommittee on Investigations 


Let me know if you have any questions 
Margot 

Original Message- 

From: ralexanderS 

Sent; Monday, July 12, 2004 10:28 AM 
To; Margot Macinnis 

Subject: Interest on lOMillion due 7/15 


Margo 

I'm showing Sam has an interest payment, due 7/15, on his 10 Million credit line 
with Security Capital . I have calculated the interest to be 5391,719.38. Is this 
anywhere near what you are showing? 

Thanks, 

Rena 


(See attached file: 

(See attached file: 


Interest 

Interest 


Calc $10M SW Note.xls) 

Calc $10M SW Note.xls) 


Confidential 
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$10 MILLION REVOLVING NOTE 


Security Capital • Newgale 


21 -Jul-04 

$ 

6.000,000.00 

4.1325% 

365 

11 -Sep-03 

$ 

1,250,000.00 

4.1325% 

314 

16-Oct-03 

$ 

2,750,000.00 

4.1325% 

279 


Interest Due July 20th Dale Rec'vd Date Sent 
247.950.00 23-JUI-03 23-Jui-03 

44,438.53 12-Sep-03 15-Sep-03 

86,867.41 17-Oct-03 21-Oct-03 

379,255.94 


SW ' Security Capita! 


23-Ju!-04 $ 

6,000,000.00 

4.170% 

358 

245.401.64 

15-Sep-03 $ 

1,250,000,00 

4.170% 

305 

43,556.51 

21-Oct-03 $ 

2,750,000.00 

4.170% 

268 

84,199.73 


373.157.88 


391.719.38 Per Dallas 


18,561.50 Difference 


Permanent Subcommittee on Investigatioos 
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■ = Redacted by the Permanent 
__SiibcmnnnneeonJ[n\^stiMhOT)s 


Bankof America 


SAM WYLY SEPARATE PROPERTY 
RENA ALEXANDER, JANA FREDERICK OR 
KBELEY HENNINGTON 


H 

Page 3^4 
Statement Period 
07-01-04 Uirough 07-31-04 
Number of diecks enclosed: 21 
E 00 0 C P 24 0780191 

Account Number^ 


Interest Checking Additions and Subtractions 


Hate 

Posted 


Resulting 

Balajnce($) 


Amoiint($) 


Transaction 


07-15 

07-15 


II 



1,000,000.00 + 


1,000,000.00 + 

300,000.00- 


1,396,119.70 

1,021,978.03 


Credit Prom Commercial Loan 

Fdes Nmo 0000595 ^^>kx6Ji 

Wire TyperWire Oat Date:071504 Time:0900 Ct 

Trn:040716016778 FdrogSeq:04071 5016778y00044 1 

Bnf-Queensgate Bank Trust Co ICWMMiB MI Bnf Bk: 

Webs ter Bank. 10:211170X01 Pmt DetHlilMMI 

Wl^nfurther Credit: 8ecia‘ity Capital Ltd, Acet 2 

Funds Transfer Debit 

Fdes Nte 0001145 Nbka6Y3 



4,500,000.00 + 5,364,810.81 

3,401,123.00- 1,963,687.81 


294,000.00- 1,669,687.81 

208,250.00- 1,461,437.81 



Credit Prom Commercial Loan- 

Fdes Nmo OOOOS95 Nbkye62 

Wire T3T«-Wire Out Date;072604 Time:1413 Ct 

Ti-T<-«1diY?? 61M954BJA;afySan- 0407260 49548/QOI704 

Bk;Ci 

'Hbank Na ID:021000089 Pmt Det:010407260048I9Nncli 

Ent Elscrow Cheeking Account, Russell Glass 

Funds 1Vans5»r Debit 

Fdes Nta 0001145 Nbka6Y3 

Funds 'Ikansfer Debit 

Fdes Ntx 0001145 Nbka5Y3 

Check 9910 



Credit From Commercial Loan 
Fdes Nmo 0000595 NbkxOJi 
Funds Transfer Debit 
Fdes Ntx 0001145 Nbka6YS 


[ Pi»rma«iMit Subcommittee on lavestigations 

E?anMT#66^FN897__ 

Confidential Treatment Requested 
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Fidelity IFS Wire Room 


Page 1 of 2 


Incoming Wire/History Review 

Please fill out the form and click on Submit button 

= Redacted by the Pennanent 
Subcommittee on Investigations 




111 '"'.' . urwrii'immmmmtm 

Account Account Type * 

1374141.67 

vnre Type Date Status 

|0009067457 jciiecking £| search 

Product * Method 

|l000 jjul 15 2004 10:02. jProcessed 

XMAD 

[Standard jJ jlO.OO [Analysis 

Print Fee 

|- Please Select -jJ 

Email Fee EmaS 

|200407 1 5L1 LF BF8C00044 1 

OMAD 


Please Select - J | 

Fax Fee Fax 

jSAM WYLY SEPARATE PROPERTY 

Name 

[- Please Select- jJ [13459452197 

Instruction 

IQUEENSGATE BANK TRUST CO L' 

i 



http;//10.1.81.85/wire/loadpage_modaI.asp?pagename=Incoming_History_Review&wrapp... 10/6/2005 


CONFIDENTIAL/BUSINESS/PROPRlETARy/ 
CUSTOMER CONFinENTIAL INFORMATION 

1W001524 


PermaneBt Snbiominittet on Investigations 
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Fidelity IFS Wire Room 


Page 2 of 2 


(lilOt 071Si001FTOi 

(17201 <S«D: 2004021SA2Qlfi21B00011107151001PT01 


http://10.1.81.85/wire/loadpage_modaI.asp?pagename=In(X>miBg_Kstory_Review&wrapp... 10/6/2005 


CONFIDENTIAUBUSINESS/PROPRIETARY/ 
CUSTOMER CONFIDENTIAL INFORMATION 

IWfiStSS 




4112 


Fidelity IFS Wire Room 


Page 1 of 1 


Incoming Wire/History Review 

Please fill out the form and click on Submit button 






http://10.1.81.85/wire/loadpage_modaI.asp?pagename=Incoming^HistOTy_Review&wrapp... 10/7/2005 



L/BUSINESS/PROPRIETARY/ 
INFIDENTIAL INFORMATION 
IW002S28 
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Redacted by the Permanent 
«_«_,,_,,,,Subconmittee^onJnvestigatiOT« 


Xo <Wt0nntngtOi 


cc 

bcc 

Subject Re; Ftw: security capital 


I think it doesn’t hurt but I think we need to tone down some o£ the 
assignment language to indicate maybe that SW won't assign the notes without 
prior notification and acknowledgement thereof by the lOM entity - maybe 

just notification what do you think? 

Original Mess age 

From: <khennington®tB||H||[|||^ 

To: "Michelle Boucher" 

Sect: Wednesday, July 

Subject: Re: Pwt security capital 


> So what do you think about this? I don’t really like it but not sure it 

> hurts anything. I am also okay with $10M but I think David needs to be 

> aware that we may be coming back to him at a future date. 


> The preceding e-mail message {including any attaclments) contains 

> information that may be confidential, or constitute non-public 
information, 

> It is intended to be conveyed only to the designated recipient {s) . If you 

> are not an intended recipient of this message, please notify the sender by 

> replying to this message and then delete it from your system. Use, 

> dissemination, distribution, or reproduction of this message by xmintended 

> recipients is not authorized and may be unlawful. 



07/16/03 08:56 AM 


Subject 

Pw: security capital 

Please respond to 
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> Original Message 

> ProTO! "Pat Fitzpatrick" 

> To: cmboucher®^ 

> Sent: Wednesday, July 16, 2003 6:39 AM 

> Subject; security capital 


> > 16 July 2003 


> > Loan to Security Capital 

> > 

> > Your email of 11 July and our telephone conversation yesterday evening 

> > refer. As discussed, on the basis that Sam has the expectation of the 

> > annuity payments kicking in next year, Sarnia/its owner will be happy to 

> > make a revolving credit facility available to Security Capital for 

> onlending 

> > to Sam. Could I perhaps suggest at this stage we just make it a USSlO 

> > million facility. 1 appreciate that Sam is unable to enter into any 
sort 

> of 

> > foirmal charge over the annuities but think that it would be helpful if, 

> in 

> a 

> > side letter to the facility agreement, Sam were to enter into what would 

> > amount to a negative -pledge . The sort of side letter that I have in 

> mind, 

> > which would be from to Security Capital and which Security Capital 

> would — — 

> > copy on to Sarnia, is as follows 

> > "Dear Sirs, 



> > I refer to the US$10 million revolving credit facility vt^ich you are 

> > considering granting to me, such facility to be on an unsecured basis. 

> > confirm that commencing on ??p , 


.oao4. 


.1 become, entitled to 

> annuity payments of USS annum from (Isle of Man 

companies] SI- 

> such that I will have the necessary funds available to me to make 

repayments . 1 ^ 

> when due under tne loan facility. Whilst my interests in the annuities' 
are 

poten tial auy^uuk-h aasiMiUHWit Tst/ald 

■s. f , Hsweverr I confirm that I shall not 
assign ' ^ 

> the annuities to any other person witjiout 

assignment 1 — 

> to yourselves, and/ I further confirm that if requested by you, at scsne 

time » — , 

> in the future to provide more security for the amounts due by me to you 

> under the proposed loa^ facility,: I shall execute appropriate letters to 

the j 

> payers of the annuity directing /that such annuity payments should be 
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paid y 

> > directly to yourselves." 

> > . ..'—.V 

> > The ^bove is somewhat tprtuous, but hcqpeftflly vs 6an -eoTnfort 

> somewjier^ / \ 

> > albng ttte^’lines ol-,.tKe above.-' 

> > ‘ 

> > Kind regards 


> > 

> > David A. Harris 

> > Director 


> > PS This email has been sent by my secretary to wh can it was dictated 

> > Kote that roy direct email address is davidh® 


> > Patricia Fitzpatrick 

> > IFG International Limited 

> > Licensed by the Isle of Man Financial Supervision Commission as a 

> Corporate 

> > Service Provider 


*************** *«******************»••**«*•••«••«»*••«*»*** •****««**«**«***it’ 
> 

> > 1) The information contained in this B-raail is confidential. It may also 

> be legally privileged. It is intended only for the stated addressee (s) and 

> access to it by any other person is unauthorised. If you are not an 

> addressee, you must not disclose, copy, circulate or in any other way use 

> or 

> rely on the information contained in this E-mail. Such unauthorised use 
may 

> be unlawful. If you have received this E-mail in error, please inform us 

> immediately and delete it and all copies from your system. 

> > 2} Due to the fact that this E-mail could become corrupted or altered 

> during transmission, any advice which it contains should not be relied 
upon 

> unless subsequently confirmed by fax or letter signed by or on behalf of 

> this company. 

> > 3) E-mails do not constitute compliance with any time limits or 

> deadlines. 

> > 

■> 
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Security Capital, Ltd. 

P.O. Box 30868 SMB 
Ugland House 
Georgetown, Grand Cayman 

July 15,2003 


Dear Sirs; 

This letter is in reference to your consideration of providing me with a $10 
million unsecured revolving line of credit. I am entitled to payments under a 
private annuity agreement between myself and East Carroll Limited, an Isle 
of Mann Company. These payments are to commence on November 1 ,2004 
and be payable on an annual basis in the amount of $2,934,856. Although 
my interest in this agreement is assignable, to do so may result in 
unfavorable tax consequences. As such, there is no intention to assign these 
agreements. However, if a need arises for an assignment, you will receive 
prior notification and if it is deemed necessaiy at that time and amounts 
remain outstanding on the Promissory Note, East Carroll Limited may be 
directed to make such payments directly to Security Capital until the balance 
of the Promissoiy Note is paid in full. 

Sincerely, 

Sam Wyly 
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Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Keeiey Hennington 
Thursday, June 14, 2001_^|2^^ 
"Michelle Boudier’’ 

Re: allocations to LLCs 


Attachments: 


swsubfunds.doc: swatloc301.xls 


I did not fully appreciate all you had to go through until I saw all this, 
through it, but would not say I fully understand everything. If you get a 
to walk me back through it, that would be great. I will be in until about 
then I have to go out to Tango and ChaCha to help with an insurance issue, 
talk Tuesday 


I have walked 
minute and want 
1:00 today and 
Maybe we can 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s ) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
06/13/01 12:16 PM 



To: <khennlngtoni| 

Subject; allocations to LLCs 


Here you go - have funi Call me when you are ready to discuss 

- swsubfunds.doc 

- swalloc301 .xls 



swsubfunds.doc (30 swaioc30l.xls(61 
K8) KB) 
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05/08/01 11:49 FAl 


KEELEY B003/003 




• * * ^ 
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[Orange, LLC - Bessie Trust (EW) 

Foreign Grantor • 1994 Shares or Market 

Priced at 12^31/01 Face Value Value 

Orange LLC 

Book FMV 

% 

assets 

Cash 

Bank of Bermuda 

Lehman Brothers 

Total Cash 

Loans & Advances Receivable 

Spitting Lion Limited 

CottonvWKjd H Limited 

Two Mile Rarrch Limited 

Intertnjst advances 

Total Loans & /Uvant^s Receivtd>le 
Investments in Funds 

Maverick Levered Fund 257.4521 2066.559 

Ranger Fund 2.028.6642 987.011 

Total Investment in Funds 

2,900 

2,900 

0.0% 

460.842 

460,842 

4.2% 

463,742 

♦63,742 

4,2% 




254,000 

254,000 

2.3% 

279,513 

279,513 

2.5% 

735.062 

735,062 



- 

0.0% 




1,268,575 

1,288,575 

11.5% 




500,000 

532,040 

4.8% 

2,000.000 

2,002,314 

18.1% 

2,500,000 2,534,354 

23.0% 

Investment in Public Companies 



Midhael’s Stores 53,600 32.95 

Total Investments in Public Companies 
Investments in Private Companies 

Greenmountain stock 982.318 5.09 

Investments in Real Estate Companies 

Spitting Lion Limited 1 

Cottonwood il Limited 1 

Two Mile Ranch Lknited 1 

Total Investments in Real Estate Companies 

Total investments 

TOTAL ASSETS 

Loans & Advances Payable 

Intercompany Advances 

Due to Security Capita! 
interest on Security Capitel Loan 

Total Loans & Advances Payable 

TOT;^ LIABILITIES 

NET EQUITY 

996,960 

1.766.120 

16.0% 

996,960 

1.766,120 

16.0% 




4,999,999 

4,999,999 

45.3% 




1 

1 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

3 

3 

0.0% 

8,496.962 

9.300.475 

84.3% 

10,229.279 ■ 11,032.792 

100.0% 





735.409 

736.409 

6.7% 

9.498,446 

9.498,448 

86.1% 

310.546 

310.546 

2.8% 

10,544,401 

10.544,401 

95.6% 

10,544,401 

10,544,401 

95.6% 

(315,122) 

468,391 

4.4% 

TOTAL UABILITIES & EQUITY 

10,229,279 

11,032,792 

100.0% 
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Pops, ac - Bessie Trust (LW) 

Foreign Grantor - 1994 Shares or Market 

Priced at 12/31/01 Face Value Value 

Pops LLC 

Book FMV 

% 

asssts 

{Cash 


Bank of Bermuda 

3,131 i 3,131 

■■120^1 

Lehman Brothers 

Total Cash 

Loans & Advances Receivable 

Spitting Lion Limited 

460,842 1 460,842 

4.2% 

463,972 1 463,972 

4.2% 



254,000 

254,000 

2,3% 

Cottonwood II Limited 

279,513 

279,513 

2.5% 

Two Mile Ranch Limited 

Intertrusl advances 

Total Loans & Advances Receivable 
investments In Funds 

Maverick Levered Fund 257.4521 2066.559 

Ranger Fund 5,071.6604 987.011 

Total Investment in Funds 

Investment in Public Companies 

Michael's Stores 53,600 32.95 

Total Investments in Public Companies 
Investments in Private Companies 

Greenmountain Stock 392,927 5.09 

investments in Real Estate Companies 

Spitting Lion Limited 1 

Cottonwood II Limited 1 

Two Mile Ranch Limited 1 

Total Investments in Real Estate Companies 

Total investments 

TOTAL ASSETS 

735, (^2 

735,062 

6.7% 


- 





1.263,575 

1,268,575 





500,000 

532,040 

4.8%| 

5,000,000 

5,005,785 

45.4%| 

5.500,000 

5,537,824 

wmm 




996,960 

1,766,120 

16.0% 

996,960 

1,766,120 

16.0% 




1.999,998 

1,999,998 





1 

1 


1 

1 

0.0% 

1 

1 

0.0% 

3 

3 

0.0% 

8.496,961 ; 9.303.946 


10,229,509 11,036,493 

■QiEEQi 





Loans & Advances Payable 

Intercompany Advances 

Due to Secu^ Capital 

Interest on Security Capital Loan 

Total Loans & Advances Payable 

TOTAL LIABILITIES 

NET EQumr 




735,409 

735,409 

6.7% 

9.498.446 

9,498,446 

86.1% 

310,546 

310,546 

2.8% 

10,544,401 

1 0,544 A01 

95.5% 

10,544,401 

10,544,401 

95.5% 

(314,892) 

492,092 


TOTAL LIABILITIES & EQUITY 

10,229,509 

11,036,493 
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Flo Flo, LtC - Bessie Trust (LM) 

Foreign Grantor • 1994 Shares or Market 

Priced at 12131/01 Face Value Value 

Flo Flo. LLC 

Book FMV 

% 

assets 

Cash 

Bank of Bermuda 

Lehman Brott^ers 



3,390 i 3,390 

0.0% 

1,252,749 , 1,252,749 

13.4% 

Total Cash 

Loans & Advances Receivable 

Spitting Lion Limited 

Cottonwood II Limited 

Two Mile Ranch Limited 

Mi Casa Limited 

1,256.139 1 1,256,139 

13.5% 

! 


254,000 254,000 

2.7% 

279,514 

279,514 

3.0% 

735,063 

735,063 

7.9% 

1,500,000 

1,500,000 

16.1% 

Intertrust advances 

Total Loans & Advances Receivable 
investments in Funds 

Maverick Levered Fund 257.4521 2066.559 

Ranger Fund 2,028.6642 987.01 1 

Total Investment in Funds 
investment In Public Companies 

> 

- 

0.0% 




2,768,577 

2,768,577 

29.7% 




500,000 

532,040 

5.7% 

2.000,000 

2.002.314 

21.5% 

'27.2% 

2,500,000 

2,534,354 




Michael's Stores 53,600 32.95 

Total Investments in Public Companies 
Invesbnents In Private Companies 

Greenmountain Stock 196,463 5.09 

Global Audio Visual Loan 

Total investments in Private Companies 
investments in Real Estate Companies 

Mi Casa Limited 2 

Spitting Lion Limited 1 

Cottonwood 11 Limited 1 

Tw Mile Randn Limited 1 

Total Investments in Real Estate Companies 

Total Investments 

TOTAL ASSETS 

Loans & Advances Payable 

Intercompany Advances 

Due to Security Capital 

Interest on Secuiity Capital Loan 

996,960 

1,766,120 

18.9% 

996,960 

1.766.120 

18.9% 




999,997 

999,997 

10.7% 

- 

- 

0.0% 

999.997 

999,997 

10.7% 




2 

2 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

5 

5 

0.0% 

4,496,962 

5,300,475 

56.8% 

8,521,677 

9,325,191 

100.0% 





1,235,409 1,236,409 

13^1% 

8,323,446 , 8.323.445 

89.3% 

272,130 : 272.130 

2.9% 

Total Loans & Advances Payable 

TOTAL LlABILITfES 

NET EQUITY 

TOTAL LIABILITIES & EQUITY 

9,830,965 9,830.965 

105.4% 

9,830,965 . 9,630,985 

105.4% 

(1,309,307); (505,794) 

-5.4% 

8,521,677 : 9,325,191 

100.0% 
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Bubba, ULC • Bessie Trust {KE) 

Foreign Grantor - 1934 Shares or Market 

Priced at 12 / 31/01 Face Value Value 

Bubba, LLC 

Book FMV 

% 

assets 

Cash 

Bank of Beimuda 

3,235 1 3,235 

0.0% 

Lehman Brothers 

Total Cash 

Loans & Advances Receivable 

Spitting Lion Limited 

Cottonwood 1 Limited 

Cottonwood 11 Limited 

Two Mile Ranch Limited 

Intertrusl advances 

Total Loans & Advances Receivable 
Investments in Funds 

Maverick Levered Fund 257.4521 2065.559 

Ranger Fund 2,028.6642 987.011 

Total Investment in Funds 

Investment in Public Companies 

Michael’s Stores 53,600 32.95 

Total investments In Public Companies 
Investments in Private Companies 

Greenmountain Stock 196,463 5.09 

Total invesbnents In Private Companies 
Investments in Real Estate Companies 

Spitting Lion Limited 1 

Cottonwood i Limited 2 

Cottonwood II Limited 1 

Two Mile Ranch Limited 1 

Total Investments in Real Estate Companies 

Total Investments 

TOTAL ASSETS 

1.651,892 : 1,651,892 

15.0% 

1 , 655,127 1 , 655,127 

15.0% 




254,000 

254,000 

2.3% 

2,821,085 

2.821.085 

26.5% 

279,514 

279,514 

2.5% 

735,066 

735.066 

8.7% 

- 

. 

0.0% 




4 , 089,665 

4,0^,865 

37.0% 




500,000 

532,040 

4.8% 

2,000,000 

2,002,314 

18.1% 

2 , 500,000 

2 , 534,354 

22 . 9 % 




996,960 

1,766.120 

16.0% 

996,960 

1 , 766 , 1 ^ 

16,0% 




999.997 

999,997 

9.1% 

999,997 

999,997 

8 . 1 % 




1 

1 

0.0% 

2 ; 2 

0.0% 

1 : 1 

0.0% 

1 

1 

0.0% 

5 

s 

0 . 0 % 

4 , 496.962 

5 . 300.475 

48 . 0 % 

10 , 241,754 

11 . 045,266 


Loans & Mvances Payable 
intercompany Advances 

Due to Security Capital 

Interest on Security Capital Loan 

Total Loans & Advances Payable 

TOTAL UABILITiES 

NET EQUITY 

TOTAL UABILfTIES & EQUITY 




742,215 

742,215 

6.7% 

9,498,445 

9,498,445 

86.0% 

310,548 

310,546 

2.8% 

10 , 551,206 

10 , 551,206 

95.5% 

10 , 551,206 

10 , 551,206 

95 . 5 % 

( 309 , 452 ) 

494,062 

4 . 5 % 

10 , 241.754 

11 , 045,266 

100 . 0 % 
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BaJch, LLC - Bessie Trust (AW) 

Foreign Grantor - 1 994 Shares or Market 

Priced at 12/31/01 Face Value Value 

Bafch,LLC 

Book FMV 

% 

assets 

Cash 

Bank of Bermuda 

Lehman Brothers 

Total Cash 

Loans & Advances Receivable 

Cotton wc^d II 

Two Mile Ranch 
fntertrust advances 

Total Loans & Advances Receivable 
Investments in Funds 

Maverick Levered Fund 257.4521 2066.559 

Ranger Fund 5.071 .6604 987.01 1 

Total lnvestm<mt in Funds 
investment in Public Companies 

Michael's Stores 53,600 32.95 

Total Investmenbi in Public Companies 
investments in Private Companies 

Greenmountain Stock 392,927 5.09 

Total Investments in Private Companies 
Invesbnents in Real Estate Companies 

Cottonvraod 1! 1 

Tw 3 Mile Ranch 1 

Total investments in Real Estate Companies 

Total Investments 




3,139 

3,139 

0.0% 

716,117 

716,117 

6.5% 

719,257 

719,257 

6.5% 




279,513 

279,513 

2.5% 

735,063 

735,063 

6.7% 

- 

- 

0.0% 




1,014.576 

1,014,576 

9.2% 




500,000 

532,040 

4.B% 

5,000,000 

5,005.785 

45.4% 

5,500,000 

5,537.824 

50.2% 




996,960 

1,766,120 

16.0% 

996,960 

1,766,120 

16.0% 




1,999,998 

1,399,998 

18.1% 

1,999.998 

1,999,938 

18.1% 




1 

1 

0.0% 

1 

1 

0.0% 

2 

2 

0.0% 

8,496,960 

9,303.945 

84.3% 

TOTAL ASSETS 

10,230.793 

11.037.777 

100.0% 

Loans & Advances Payable 

Intercompany Advances 

Due to Security Capital 

Interest on Security Capital Loan 

Total Loans & Advances Payable 

TOTAL LIABILITIES 

NET EQUITY 

TOTAL LIABILITIES & EQUITY 







735.410 

735,410 

6.7% 

9,498,445 

9,498,445 

86.1% 

310,546 

310,546 

2.8% 

10,544,402 

10,544,402 

95.6% 

10,544,402 

10,544.402 

95.5% 

(313.609) 

493.375 

4.5% 

10.230.793, 11.037,7771 

100.0% 
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Kaly* LtC - Bessia Trust (CW) 

Foreign Grantor ' 1994 Shares or Martlet 

Priced at 12/31/01 Face Value Value 

Katy, LLC 

Book FMV 

% 

assets 

Cash 

Bank of Bermuda 



3,093 

3,093 

0.0% 

Lehman Brothers 

Total Cash 

Loans & Advances Receivable 

CottonwocKj il 

Two Mile Ranch 

Intertrust advances 

Total Loans & Advances Receivable 
Investments in Funds 

Maverick Levered Fund 257.4521 2066.559 

Ranger Fund 5,071.6604 987.011 

Total Investment in Funds 

Investment in Public Companies 

Michael’s Stwes 53,600 32.95 

Totai Investments in Public Companies 
Investments in Private Companies 

Qreenmountain Stock 392,927 5.09 

Totai Investments in Private Companies 
investments in ReaJ Estate Companies 

Cottcmwood II 1 

Two Mile Ranch 1 

Totai Investments in Real Estate Companies 

Total investments 

TOTAL ASSETS 

Loans & /dances Payable 
intercompany Advances 

Due to Security Capital 
interest on Security Capital Loan 

Total Loans & Advances Payable 

TOTAL UABILITIES 

NET EQUITY 

TOTAL LIABILITIES & EQUITY 

716.117 

716,117 

6.5% 

719,210 

7194110 

6.5% 




279,513 

279,513 

2,5% 

735,063 

735.063 

6.7% 

- 

. 

0.0% 




1,014,576 

1,014,576 

9.2% 




500,000 

532,040 

4.8% 

5,000,000 

5.005.785 

45.4% 

5,500,000 

5,537,824 

50.2% 




996,960 

1,766,120 

16.0% 

996.960 

1,766,120 

16.0% 




1,999,998 

1,999,998 

18.1% 

1,999,996 

1,999,998 

18.1% 




1 

1 

0.0% 

1 

1 

0.0% 

2 

2 

0 . 0 % 

8,496,960 9,303,945 

84.3% 

10.230,747 I 11,037.731 

100 . 0 % 







735.410 

735,410 

6.7% 

9.498,445 

9,498,445 

36.1% 

310,546 

310.546 

2.8% 

10,544,402 

10,544,402 

95.5% 

10,544,402 

10,544.402 

95.5% 

1313,655) 

493,329 

4.5% 

10,230,747 

11,037,731 

100 . 0 % 


CONFIDENTIAL 

SECI00067097 

PSI00078964 




4125 


Omngfl, LLC < B»ssle Trust (EW) 

Foreign Grantor ■ 1994 Shares or Market 

{Meed at 12/31/04 Face Value Value 

Orange LLC 

Book FMV 

y. 

a>uts 

Cash 

Bank of Bermuda 

Bank of America Seoirities 

Total Cash 

US Government Agency Bonds 

Total Cash & Agency Bonds 

Loans & Advances Receivable 

Spitting Lion Limited 

C<:^t(^wood il Limited 

Rosemary’s Clrcte R Ranch Limited 
intertrust advances 

Total Loans & Advances Recelvabte 
Investments in Funds 

Maverick Levered Fund-RestricN 260.5086 2731,536 

Ranger Multi Shategy-Enhanced 1.000.0000 1180.098 

Total Investment In Funds 
investment in Public Companies 

Mkdiad's Stc»^ 90,600 29.97 

Total investments in Public Companies 
Investments In Private Companies 




133,053 

133.053 

1.2% 

- 

- 

0.0% 

133,053 

133,053 

1,2% 








- 

0,0% 

133,053 

133,053 

0.0% 







283,000 

283,000 

2.5% 

347,355 

347,355 

3.0% 

2,234,690 

2.234.690 


420,000 

420,000 

3.7% 

- 



3,285,046 

3,285,046 

28.7% 




499,144 

711.589 

6.2% 

1.000,000 

1,180,098 

10.3% 

1 , 499,144 

1 , 691.686 

16.5% 




842,580 

2,715,282 

23.7% 

642,580 

2 . 715.282 

23.7% 




Greenmountain stock 982,318 3.5 

Investments in Rea! Estate Companies 

Spitting Lion Limited 1 

Cottonwood It Limited 1 

Rosemary's Circle R Ranch Limi 1 

Total investments in Real Estate Companies 

Total investments 

TOTAL ASSETS 

Loans & Advances Payable 

4,999,999 

3.438,113 

30.0% 




1 

1 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

3 

3 

0.0% 

7 , 341,725 

8 . 045.084 

70.2% 

10 . 759,825 

11 , 463.184 

100 . 0 % 







BAS Mgvgin Advance 

- 

- 

0.0% 

4.5% 

Intercompany Advances 

Due to Security Capital 

513,046 

11.155.061 

513,046 

11,155.061 

97.3% 

4.3% 

Loan Payable - Yorte Faf [ 

498.480 

498,480 

f inter^t on Security Capital Loan \ 359,713 

359,713 

3.1% 

109 . 3 % 

Total Loans & Advances Payable 

12 , 526,300 

12 , 526,300 

TOTAL LIABILiTIES 

NET EQUITY 

12 , 526,300 

12 , 526,300 

109 . 3 % 

( 1 , 766 . 475 ) 

( 1 , 063 , 116 ) 

- 9 . 3 % 

TOTAL LIABILITES & EQUITY 

10 , 759,625 

11 , 463.164 

100 . 0 % 


I Permapent Sobcommittec on Investigations 
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Fto Flo. LLC • Bessift Trust (LM) 

Foreign Orsntor* 1994 Shares or Market 

Priced at 12/31/04 Face Value Value 

Flo Flo, LLC 

Book FMV 

% 

assets 

Cash 

Bank of Bernruida 

Balk of America SeciKitles 

Total Cash 

LIS Government Agency Bonds 

ToUi Cash & /^ency Bonds 

Loans & Advances Receivable 

Spitting Lion Limited 

Cottonwood ii Limited 

Rosemary’s CIrde R Limited 

Ml Casa Limited 

Bubba 

Intertrust advances 

Total Loans & Advances Recelvabie 
Investments In Funds 

Maverick Levered Fund 2731 .536 

Ranger Muit Sbategy-Enhanced 500.0000 1 160.098 

Ranger Partners (via RFA) - 869.0461 

Total investment in Furtds 

Investment In Public Companies 

Michael’s Stores 45,000 29.97 

Total investments In Public Companies 
Investments in Private Companies 

GreenrrxHjntain Stock 196,463 3.5 

Total investments In Private Companies 
Investments in Real Estate Companies 

Mi Casa Limited 2 

Spitting Lion Limited 1 

Cottonwood II Limited 1 




375,206 

375,206 

3.7% 

- 

- 

0.0% 

375,206 

375,206 

3.7% 








- 

0.0% 

f~ 375,206 

375,206 

0.0% 







283,000 

283,000 

2.8% 

347,354 

347.354 

3.4% 

3,301,860 

3.301,860 

32.5% 

3,215,000 

3,215,000 

31.7% 

- 

. 

0.0% 

- 

- 

0.0% 




7,147,215 

7.147.215 

70.4% 





- 

0.0% 

500,000 

590,049 

5.8% 

- 

- 

0.0% 

500,000 

590,049 

5.8% 




418.500 

1,348,650 

13.3% 

418,500 

1,348,650 

13.3% 




999,997 

687,621 

6.8% 

999,997 

687,621 

6.8% 




2 

2 

0.0% 

1 

1 

0.0% 

1 

1 

0,0% 

Rosemary's Circle R Ranch LImi 1 

Total investments In Real Estate Companies 

Total Investments 

TOTAL ASSETS 

Loans & Advances Payable 

1 

1 

0.0% 

5 

5 

0,0% 

1,918,502 

2,626,324 

25.9% 

9,440,923 

10,148,745 

100.0% 






“0.0% 

BAS Margin interest 
intercompany Advances 

Due to Security Capita! 

Loan Payable - Yurte Faf 

- 

- 

870,564 

870,564 

8.6% 

9.775.130 

9.775,130 

96.3% 

498.480 

498,480 

315,214 

0.0% 

1 Interest on Security Capita Loan 315.214 1 

3.1% 

Totei Loans & Advances Payable [ 

TOTAL LIABILITIES [ 

NET EQUITY f 

11,459,388 i 

11,459,388 

108.0% 

11.459,388 1 

11.459,388 

108.0% 

(2,018.486)1 

(1,310,643) 

-8.0% 

ITOTAL UABILiTIES & EQUITY 1 9,440.923 { 

10,148,745 

100.0% 
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Pops, LLC - Bsssle Trust (LW) 

Forsign Grantor - 1 994 Sharss or Markst 

Pricsd at 12/31/04 Face Value Value 

Pops LLC 

Book FMV 

% 

assets 

Cash 

Bank of Bermuda 

Bank of Am^ica Securities 

Total Cash 

US Government Agency Bonds 

Total Cash & Agency Bonds 

Loans & Advances Receivable 

Spitting Lion Limited 

Cottonwood !l Limited 

Rosemary's Circle R Ranch Umited 

Yurta Faf 

intertmst advances 

Tohii Loans & Advances Receivable 
investments in Funds 

Mav«ick Levered Fund 260.5086 2731.536 

Ranger Mufti Strategy 1,118.4218 1114.476 

Ranger Multi Strafegy-€nhanced 1,000.0000 1180.098 

Total Investment In Funds 

Investment in Public Companies 

Michael's Stores 107,200 29.97 

ToUl investments in Public Companies 
Investments In Private Companies 

Greenmountain Stock 392,927 3.5 

Investments in Real Estate Companies 

Spitting Lk^ Limits 1 

Cotton\m>od II Limited 1 

Rosemary's Circle R Ranch Limi 1 

Total investments in Reai Estate Companies 

Total Investments 

TOTAL ASSETS 

Loans & Advances Payable 

1 



298,154 

298,154 

2.3% 

- 

- 

0.0% 

298,154 

298,154 

2.3% 








. 

0.0% 

' 298,154 

298,154 

2.3% 







283.000 

283.000 

2.2% 

347.355 

347,355 

2.7% 

5,332,177 

5,332,177 

41.6% 


- 

0.0% 

- 

- 

0.0% 




5,962,532 

5,962,532 

46.6% 




499,144 

711.589 

5.6% 

1.103.162 

1,246,455 

9.7% 

1,000.000 

1,180,098 


2,602,306 

3,138,141 

15.3% 




996,960 

3,212.784 

25.1% 

996,960 

3,212,784 

2S,1% 




1.999.998 

1,375.245 

10.7% 




1 

1 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

3 

3 

0.0% 

5,599,268 

7.726.173 

51.1% 

11.659,954 

13,986,859 

100.0% 







BAS Margin Advance 
lnfat»mpany Advances 

Due to Security Capital 

Loan Payable - Yurte Faf ! 

- 

. 

0.0% 

1,808,580 

1.808,580 

14.1% 

87.1% 

11,155,061 

11,155,061 

498,480 

496.480 

3.9% 

interest on Seoirity Capital Loan ' 

359.713 

359,713 

2.8% 

Total Loans & Advances Payable j 13,821,833 

13.821,833 

107.9% 

TOTAL LIABILITIES i 13,921,833 

13,821,833 

107.9% 

NET EQUITY ! (1,961,879) 

165,026 

-7.9% 

TOTAL LIABILITIES S EQUITY | 11,859,954 

13,986,859 

100.0% 
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Bubba, LLC • Bassie Trust {KE) 

Foreign Grantor * 1994 Shares or Market 

Priced at 12/31/04 Face Value Value 

Bubba, LLC 

Book FMV 

% 

assets 

Cash 

&ank of Bermuda 

Bank of Ajnerica Securities 

Total Cash 

US Government Agency Bonds 

Total Cash & Agency Bonds 

Loans & Advances Receivable 

Spitting Lk^n Limited 

Cottonwood 1 Limited 

Cottonwood 11 Limited 

Rosemary's Circle R Ranch Limited 

Interest advances 

Tobit Loans & Advances Receivable 
Investments in Funds 

Maverk^ Lev«-ed FufKi 260.5086 2731.536 

Ranger Multi Strategy-Enhani:^ 500.0000 1180.096 

Total investment in Funds 
invesbnent In Public Companies 

Michael's Stores 59,000 29.97 

Total invesbnents In Public Companies 
invesbnents In Private Companies 

Greenmountak^ Stock 196,463 3.5 

Total Investments In Private Companies 
invesbnents in Real Estate Companies 

Spitting Lion Limited 1 

Cr^onwood 1 Limited 2 

Cottcmwood 11 Limited 1 

Rosemary's Circle R Ranch Limi 1 




29,986 

29,986 

0.2% 

- 

- 

0.0% 

29,986 

29,986 

0.2% 







- 

- 

0.0% 

29,966 

29,986 

0.0% 







283,000 

283,000 

1.8% 

3,076,860 

3,076,860 

19.4% 

347.355 

347.355 

2.2% 

8,392,088 

8,392,088 

52.8% 

* 


0.0% 




12,099,303 

12,099,303 

76.2% 




499,144 

711,589 

4.5% 

500,000 

590,049 

3.7% 

999,144 

1,301,638 

8.2% 




548,700 

1,768,230 

11.1% 

548,700 

1,768,230 

11.1% 



4.3% 

999.997 

687,621 

999,997 

687,621 

4.3% 




1 

1 

0.0% 

2 

2 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

Total Investments In Real Estate Companies 

Total investments 

5 

5 

0.0% 

2.647,845 

3.757.493 

23.7% 

TOTAL ASSETS 

14.677.134 

15,866.782 

100.0% 

Loans & Advances Payable 1 

BAS Margin Interest [ 

Intercompany Advances [ 

Loan Payabie - BEB & BEK I 




— 




0.0% 

2,564,699 

1.525.986 

2.564,699 

16.1% 

1,525.986 

9.6% 

Due to Security Capital 

11,155,060 

11,156,060 

70.2% 

Loan Payable - Yiirta Faf f 

498,480 

498,480 

3.1% 

Interest on Security Capital Loan ■ 

359.712 

359,712 

2.3% 

Total Loans & Advances Payabie f 

TOTAL LIABILITIES [ 

16,103,937 I 

16,103,937 

101.4% 

16,103,937 1 

16,103,937 

101.4% 

per EQUITY , (1,426,803) 

(217.155) 

-1.4% 

[total liabilities & equity I 14,677,134 

15,866,782 

100.0% 
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Batch, LLC > Bassia trust (AW) 

Foreign Grantor > 1 994 Shares or Market 

Pricad at 12^1/04 Face Value Vaiue 


paich, LLC 


IBook 


FMV 


% 

aasaUi 


499,846 

499,846 

5.8% 



0.0% 

r 499,846 

499,846 

5.8% 








0.0%^ 


Cash 

Bank of Bermuda 
Bank of America Securities 

Total Cash 

US Gov^mant Agency Bonds 
FNMA 04/23/04 
Total Cash & Agency Bonds 

Loans & Advances Receivabte 

Cottonwood I! 

Yurta Faf 

Loai Receivable - Bubba 

Total Loans & Advances Receivable 
Investment in Funds 

Maverick Levered Fund 260.5086 

Ranger Multi Strategy-Enhanced 2,000-0000 
Ranger ^Hrage 

RLP Holdings - Class C (Wrangl. 1,463.9210 
Ranger Long Only 

Tol^l investment in Funds 
Investment in Public Companies 

Michael’s Stores 107,200 

Totai invesbnants in Public Companies 
Investments in Private Companies 

Greenmountain Stock 392.927 

Total investments in Private Companies 
Investments In Reai Estate Companies 

Cottonwood 11 1 

Two Mite Ranch 1 

Total Investments In Real Estate Companies 
Total Investments 

TOTAL ASSETS 

Loans & Advances Payable 
intercompany Advances 
Due to Securify Capital 
Loan Payable - Yurta Faf 
interest on Security Capital Loan 
Total Loans & Advances Payable 
TOTAL LIABILITIES 
NET EQUrTY 

TOTAL LIABILITIES & EQUITY 


2731.536 

1180.098 

987.192 

1107.019 

29.97 

3.5 

499,846 

499,846 

5.8% 







347,353 

347,353 

4.0% 

- 

- 

0.0% 

762,993 

762,993 

8.8% 




1,110,346 

1,110.346 

12.9% 




499,144 

711.589 

8.2% 

2.000,000 

2.360,195 

0.0% 

- 

- 

0.0% 

1,316,100 

1,620.589 

0.0% 

1.500.000 

1,718,568 

19.9% 

5,315,244 

6,410,941 

28.2% 




996,960 

3,212.784 

37.2% 

996,960 

3,212,784 

37.2% 




1,999,998 

1,375.245 

15.9% 

1,999,998 

1,375,245 

15.9% 




1 

1 

0.0% 

1 

1 

0,0% 

2 

2 

0.0% 

8.312,204 

10,998.971 

81.3% 

9,922,397 

12,609.164 

100.0% 









. 

0.0% 


11,155.061 

11.155,061 

129.3% 

498.480 

498.480 

0.0% 

359,713 

359.713 

4.2% 

12,013,253 

12.013.253 

133.5% 

12.013,253 

12,013.253 

133.5% 

(2.090.856) 

595,911 

-33.5% 


9,922,397 I 12.609.164 1 

100.0% 
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Katy, LLC - Bessie Trust (CPW) 

Foreign Orantf^ • 1994 Shares or Market 

Priced at 12/31/04 Face Value Value 

Katy, LLC 

Book FMV 

% 

assets 

Cash 

Bank of Bermuda , 

Bank of /Vnetica Securities 

Total Cash 

US Goverfiment Agency Bonds 

FNMA 04/23/04 

Total Cash & Agency Bonds 

Loans & Advances Receivable 

Cottonwood 11 

Yufta Faf 

Loan Receivable - Bubba 

Total Loans & Advances Receivable 
investments In Funds 

Mavevick Levered Fund 260.5086 2731 .536 

Ranger Multi Strategy Enhanced 2,000.tX)00 1180.098 

Ranger Arbiti^e - 987.192 

RIP HOLDINGS Class C - Wrar 1.463.9210 1107.019 

Ranger Long Only - 0 

Total Investment in Funds 
investment in Public CcNnpanies 

Michael's Stores 107,200 29.97 

Total investments in Public Companies 
Investments in Private Companies 

Greenmountain Stock 392,927 3-5 

Total Investments in Private Companies 
investments in Real Estate Companies 

Cottonwood !i 1 




501,464 

501,464 

4.6% 

- 

- 

0.0% 

501,464 

501,464 

4.6% 







- 

- 

0.0% 

501,464 

501,464 

4.6% 







347,353 

347;3^ 

3.2% 

- 

- 

0.0% 

762,993 

762,993 

6.9% 




1,110.346 

1,110,346 

10.1% 




499,144 

711.589 

6-5% 

2.000,000 

2,360,195 

21.5% 

- 

- 

0.0% 

1,475,641 

1,620,589 

0.0% 

1,500,000 

1,718,581 

15.6% 

5,474,785 

6.410.954 

43.6% 




996,960 

3.212,784 

29.2% 

996,960 

3,212,784 

29.2% 




1,999,998 

1,375.245 

12.5% 

1,999,998 

1,375,245 

12.5% 




1 

1 

0.0% 

Two Mile Ranch 1 

Total Investments in Real Estate Companies 

Total investments 

TOTAL ASSETS 

Loans & Advances Payable 

Intefconpany Advances 

Due to Security Capital 

Loan Payable - Yurta Faf 

Interest on Security Capital Loan 

Total Loans & Advances Payable ' 

TOTAL LIABILITIES 

NET EQUITY 

1 

1 

0.0% 

2 

2 

0.0% 

8,471.745 

10,998.984 

8S.3% 

10,083,556 

12.610.795 

100.0% 






- 

- 

11.155,061 

11.155.061 

101.5% 

■4.5% 

' 3.3% 

498,480 

359,713 

498,480 

369,713 

12.013,253 

12,013.253 

109.3% 

12,013,253 

12,013,253 

109.3% 

(1,»2B,697) 

597,542 

•9.3% 

TOTAL LIABILITIES & EQUITY 

10,083.556 

12,610,795 

100.0% 
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Maverick 


Maverick Overview 

Maverick Fund and Maverick Fund USA 


SUMMARY 


Maverick Fund and Maverick Fund USA aggressively invest for high current income 
and substantial capita! growth. Ttw inwsanent manager of the Fuads is Maverick Capital, 
Ltd., founded by Dallas entrepreneurs and investors Sam Wyly and Charles Wyly in April, 
1990. Maverick Capital was originally established to manage Wyly family investments. 


Maverick Capital has assenibl«l a highly skilled and motivated management team to 
execute the investment philosophy that has achieved annualized gross returns of 40% over 
four years. A $1 million investment with Maverick at its inception on April X, 1990 would 
have grown to more than $2.9 million at March 31, 19^, net of I % management and 20% 
performance fees. 


For the three year period ending December 31, 1993, the Frank Russell Company, which 
is one of the largest institutional money advisors in America, has rariked Maverick Fund 
number one in performance of the 203 private inveslmcnl partnerships they track. 


Through these funds, investors have the opportunity to invest alongside Wyly family 
partnerships and trusts, which have more than $50 million invested in Maverick Fund airf 
Maverick Fund USA. Joining Sam Wyly in the management of Maverick Fund and 
Maverick Fund USA is Lee S. AinsJie III. Prior to joining Maverick, Mr. Ainslie was a 
Managing Director of Tiger Management Corporation in New York. 


Maverick J^und USA, a Texas limited partnership, is available privately to accredited U.S. 
investors and invests in substantially the same securities as Maverick Fund. Maverick 
Fund USA is limited to 99 limited partners. Shares of Maverick Fund, a Cayman Islands 
corporation, are available to accredited non-U.S. investors and to tax-exempt U.S. 
institutions and foundations. The minimum investment in each fund is $1 million for 
individuals and $5 million for institutions. Oirrenily, more than $100 million is invested 
in Maverick Fund and Maverick Fund USA, and Maverick Capital manages over $200 
million. 
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PERFORMANCE 


Tiie following is a summary of the annual investment returns achieved by Maverick since 
inception, April 1, 1990. 


Lehman 

Long 

Tieasary 




S&P 

Bond 

Period 

Dross Renim 

500 

Index 

9 months ending 

14.9% 

0.7% 

-1.7% 

March 31, 1994 




Year ending June 30, 1993 

51.1% 

13.6% 

20,8% 

Year ending June 30, 1992 

65.8% 

11.3% 

16.0% 

Year ending Juix: 30, 1991 

47.4% 

7.4% 

9.0% 

3 inonlhs ending 

(10.8)% 

6.3% 

4.3% 

June 30, 1990 




Cumulative 

278.4% 

47.1% 

56.9% 


since inception 
April 1. 1990 


Note: Maverick data is for Maverick Fotrd and Maverick Fund USA and is audited through 
December 1993. S&F 500 equity indcs assumes dividends are reinvested. Ll.TBI is a lotal 
return index. 


Since inception, April 1, 1990, Maverick has achieved annual returns of 40% gross and 
31 % net of fees. Ikir the twelve months ended December 31, 1993, tlte total returns were 
86% gross, 68% net of fees. 


2 


CONFIDENTIAL 

PSI00121393 




4133 


STRATEGY 


Mavericic seeks equity and income Invesin^nls lhat provide the potential for high total 
r^urns, whether through income or capital appreciation or both. Maverick pursues such 
opportunities in both domestic and international marl^ts. 

Since early 1992, Maverick has earned subMantial returns from European and Asian 
equities and Emerging Country arei European debt. In earlier years, significant rebims 
were earned in USA debt and equity securities. Future asset allocations will depend upon 
Maverick’s assessment of global market opportunities. At March 31, 1994, roughly 50% 
of the managed as^ts were invested in USA securities airf 50% in criher markets. These 
assets consisted of approximately 50% equities, 45% debt s^rlties and 5% su>ck and 
bond derivatives. I’he portfolio was partially hedged wiiii short sales and derivatives. 

Maverick seeks investments that provide signincant returns, but an equally important goal 
is to avoid losses. In this regard, we place as much emphasis on the quality of 
management, as we do on the quality of financial statements, and believe that our extensive 
network of contacts helps us to make such critical judgments. Furthermore, our size 
allows us to be relatively agile in recovering from mistakes or in taking advantage of 
investment opponuniiies. 

Maverick uiilizes leverage, believing the additional risk incurred is justified by the 
potential returns of our investment.^. This risk is actively managed through a disciplined 
approach of diversification and hedging. The Fund has the capability to sell short, 
allowing us to profit from overvalued or fundamentally uasound securities, and to reduce 
overall exposure to market fluctuations, We diversily by spreading risks among high- 
potential asset classes, and by making several investments in these specific classes. This 
strategy allows us to take advantage of many attractive opportunities, while minimizing the 
impact of one poor investment. 

Invesintems are made on a long-term fundamental basis, in the belief that proper valuations 
will be realized and reflected in the market, and that short-term price swings are of less 
importance. Although this philosophy has resulted in annualized gross returns of 40% 
since April 1990, it can result in short-term volatility and uneven quarterly returns. 
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TERMS 


1. Inve^tn^ent : $I million for imiividiials and S5 miUion for instiUitiom 

(waivable at the discretion of the Funds). 


2. Fees and Expenses : Annual management fee of 1% of net assets plus an annual 
performance allocation of 20% of net economic gain, with a high water mark. 


3. Redemptions . Monthly on the last business day of the month for Maverick Futui, and 
quarterly on the last business day of the quarter for Maverick Fund USA, at the 
estimated net asset value per share as of tlwi redemption date. Written notice must 
received at least 30 days prior to all redemptions. 


4. Reports : Investors will receive audited annual reports and unaudited quarterly reports. 

5. Administrator (Maverick Fundi : MeesPierson (Cayman) l^., Georgetown, Cayman 
Islands. 
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MANAGEMENT ANI> INVESTMENT STAVF 

Sam Wyly. President and Co-Fund Manag er. Mr. Wyly is an enirepreneur who founded 
University Computing Company, a computer software and services company, and served 
as President or Chairman from 1963 until 1979. UCC tiKtrged into ComiHiter AsscKJiates 
in August 1987 for $750 iiiillion in .stock. Mr. Wyly co-founded Earth Resources 
Company, an oil refining and silver and gold mining comjany, and served as its Executive 
Committee Chairman from 1968 to 1980. His llSACafes, a national steakhouse chain, 
grew from 20 to 600 restaurants. He is a control siocldicldcr and serves as Chairman of 
Michaels Stores, a specialty retail chain that las grown frtMn $20 million of sales in 1984 
to over $500 million. Mr. Wyly is also a control stockholder and serves as Chairman of 
Sterling Software, a computer software company co-founded by him in 1981, that has 
grown from $9 million of sales in 3983 to over $400 million currently. He is a graduate of 
Ijouisiana Tech and received an MBA from the University of Michigan (Paton Scholar). 

1993. Mr. Ainslie was a Managing Director of Tiger Management Corporation in New 
York, a manager of private investment funds. During liis tenure at Tiger Management, its 
funds under managemeiu grew to $5.5 billion, with an outstanding record of performaiKe. 
Prior to joining Tiger, he was employed by KPMG Peat Marwick & Co. as a consultant 
for that finn’s National Director of Information Technology. He is a graduate of the 
University of Virginia (Wcsmioreland Davis Scholar) and received an MBA from the 
University of North Carolina (Beta Gamma Sigma). 

Evan A. Wvly. Managing Director. From 1992 to 1993. Mr, Wyly served as Vice 
President - Mergers and Investments, of Michaels Slore.s, managing an $80 million 
invesunent account. Prom 1988 to 1992 he was a fourxler and Managing Director of 
Premier Partners, a merchant banking firm, specialising in corporate finance, mergers and 
acquisitions, and principal investments. Sii«:« April 1990 he has assisted Sam Wyly in 
ntanaging the Maverick portfolio. Mr. Wyly is Co-Fund Manager of the Maverick 
Corporate Investment Accounts with $150 million in assets under management. He is a 
director of Sterling Software, Michaels Stores and Xscribc. He is a graduate of Princeton 
University and received an MBA from Harvard Business School. 


From 3988 to 1992, Mr. French was Chairman 
of the Management Committee of the Dallas law firm of Jackson & Walker, where he 
practiced as a corporate finance and mergers and acquisitions partner. Mr. French is also 
a director of Sterling Software and Michaels Stores, and independently provides advisory 
services in connection with the business activities of those companies and other Wyly 
family interc.sis. lie received a DBA and a J.D. (cum laude) from Bayior University. 
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Cliarles J. Wyiy. Jr.. Chairman. Mr. Wyly is an entrepreneur who co-founded Sterling 
Software in 3981 serving as a director since m fonration and as Vice Chairman of the 
Board since November 1984. He served as an officer University Computir^ Company 
from 1964 lo 197.5, including President from 3969 to 1973. UCC n^rged into Computer 
Associates in August 1987. Along with his brother Sam, Mr. Wyly co-fc»mded Earth 
Resources Company where be served as Chairman from 2968 to 1980. Harih merged into 
Mapco in November 3980 for $400 million in stock. Mr. WyJy co-founded USACafes and 
was Vice Chairman until it was sold in 1989. From 1990 to 1^2, he was Chairman of the 
Texas High Speed Rail Commission. He currently serves as Vice Chairman of Sterling 
Software, which has a market capitalization over $500 million, and as a director of 
Michaels Stores, which has a market capitalization over $500 mUHon. He is a grMuaoe of 
Lemisiana Tech. 


H. !.ee Hobson. Senior Analyst From 1992 to 1994, Mr. Hobson served as an 
international associate in the fmaiKe and new business development division of PepsiCo 
floods International with 27 control infs'csimcnls in companies outside the United States. 
Prior to PepsiCo, he spent two years in Corporate Finance with Goldman Sachs in New 
York and one year in Paris with Socieie Generale. Mr, Hobson is a graduate of Priw:eton 
University (cum laude) and received an MBA from Harvard Business School. 


From 1987 lo 1993, Mr. Hennington served as a tax 
manager for Ernst & Young in Dallas. He is a CPA and received a BBA in accounting 
and information systems and an MS in taxation from Baylor University. 


From 1991 to 1993, Mr. Hensarling 
served as Executive Director of the National Republican Senatorial Committee, wbit^ 
raised over $70 million for U.S. Senate candidates. He presided over the Senatorial Trust 
and the Senate President’s Council. Prior to 1991, he served as Campaign Manager and 
State Director for U.S. Senator Phil Gramm of Texas. He also practiced corporate law 
with Oppenheimer and Rosenberg in San Antonio. He is a graduate of Texas A&M 
University (magna cum laude) and received a J.D. from the University of Texas. 

SharyT Robertson. IVeasure r. Ms. Robertson has worked for the past 14 years as Chief 
Piitancial Officer of multiple Wyly family interests. She serves as admlnistrau^r of all 
banking Teiations, casli management, broker liaison and financial planning. She has also 
served as an officer and a director of various Wyly companies. 


From 1987 to 1994, Ms. Ryan was a trader at Water Street Capital, 
a hedge fund in Florida specializing in short-selling. Front 3968 to 1987, she worked at 
several brokerage rirm.s including Smith Barney, J.C. Bradford and Oppenheimer and Co. 


(Revised 4/12^94) 
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Vl^viTit'k 

aiWli Mnnh Oniral 
SuitB lino 
DkIIb*. Tkx 3» TllilA 

•'•'.t (Si DB'a.s.'m 


Maveridi 


October 10, 1993 


Mr. Keith King 
11 HMl Street 
Douglas, Isle of Man 


Dear KeKh: 

I am following up to my memo to you of September 30, 1993. I find 
that since I was trying to do so many things at one time on that day, 
that I may have not been dear with my instructions. This letter is a 
follow up to clarify the requested transactions between Maverick Fund, 

Ltd. and Maverick Fund USA, Ltd. 

Maverick Fund, Ltd. was formerly First Dallas international. Ltd. 

Correspondence should be sent to MeesPierson, Attn.: Mr. Roger Hanson, 

P.O. Box 2003, Grand Cayman, Cayman, Iskinds, British West Indies, 
with a duplicate by facsimile to Maverick Capital, Ltd. Maverick Capital, 

Ltd. Is the fund advisor to Maverick Fund, Ltd. 

Maverick Fund USA, Ltd. is a new Texas Limited Partnership going into 
business effectivo 10/1/93. Maverick Capital, Ltd. is the General 
Partner to Maverick Fund USA, Ltd. All correspondence should be sent 
to Maverick Fund USA, Ltd. at 8080 N. Central Expressway, LB-31, 

Dallas, Texas 75206, 1 do appreciate a facsimile at the time of the 
trade. 

At the close of business on September 30, 1 993 the Maverick Fund, 

Ltd. portfolio was priced at market and 36% of the portfolio was allocated 
to Maverick Fund USA, Ltd. versus payment at market. 

Will you please confirm to at your earliest convenience that the 
securities held at City & International are now held in two accounts 
as follows: 

I Permaneat Subcommittee on InvestigatioBS I 

EXHIBIT #66- FN 924 I COtsTTOENTIAL 
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Maverick 

Maverick 


Fund, Ltd. 

Fund USA, 



Ltd. 

Escom, 11%, due 6/1/08 * 

17,093,000 

19,107,000 

Umgeni \A/ater Boards, 15%, 9/30/05 

5,312,000 

2,988,000 

Oriefontein Consolidated 

8,064 

4,536 

Free State Consolidated 

19,200 

10,600 

Vaai Reef 

1,600 

900 


*$16,875,000 face owned by Maverick Fund, Ltd. is held as collateral 
by ABSA Bank and is not in your possession. 

If you need any further organizational or financial information on 
either company please let me know and I will supply it to you. During 
the month of October, ail trades will be allocated 36 % to Maverick 
Fund USA, Ltd. and 64% to Maverick Fund, Ltd. and should be ticketed 
in that manner. 


I talked ftirther with Fred Schilling today, arKl he does seem interested 
in utilizing your firm's expertise. Fred seems to be doubtful that Bear 
will be in a position to advance margin money and take possession of 
securities by October 21. Do you have any banking alternatives? Knot 
we will plan to settle on the 21st. 


MAVERICK ^D, LTD. 

SharyfTiobortson, Treasurer 
Maverick Capital, Ltd. 

Fund Advisor 


MAVERICK FUND USA, LTD. 



Sharyl Rooertson, Treasurer 
Maverick Capital, Ltd. 
General Partner 


CONFIRMATION: 


City & International Securities, Ltd. 
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CONHDENTIAL PRIVATE PLACEMENT MEMORANDtJM 


lAconte Fei^ 


PRIVATE OEFE8ING OF 
ORDINARY SHARES 
TO NON-U.S. INVESTORS 


June 30, 1995 
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I ruji» . 


PH>e hG. i 


Sep. 02 1996 04;21PW 9\Z 


ik£4v5pTnr TNrniMn?. uf nvn, x^n.c.. 

1%e 3^tt aad oUifiUionc of tfa» {urtloi to ^ tnaspcttons oooa « pU u < 4 ate s« forth la aad wjU b« ^enwd 

oerodn docmnemi detndbed 'nil* Coofidaodal Privuto PiacMnetd Mannnndum ooatiiiu futmoaries of 
Vi Uicw u 0 CuiiiiMu!| bu^vw, ^CTSScc is hcT^^* SiSwC > 0 Sts scs&s! dotScffitiBS fos a csjsPm^ dsssdpUcsi 
of tbo clgfiu «sd o\)ltiail(HU of tbe pKtti» horeto. Alt tucli lusanifies cn <^ifiod ta eidie^ 
tefnreooe. 

MftvezidfL loccuao Fwd. L.D.C. *Po»S*> ndU nake mUiibto to prospBcUve isnrestm \n th» aoQ-votini 
Shares of^tted herdl^ (’Shares') dus c^ipoftBnlty to a^ (ptMtlooi and Ttetave antwost fiost, the Wvmd 
tlw ofSsdns of the Shires aad to oboiftsdditiooatrflwa&i isJbrfludofi fbM the Preid pouauM Ofotn ■ 
MoShtrwiDirhe«QldMtk«RdiSivetyof1libCQb£&i»Ua£<^^ 

PQ^«3S^ MS££»«Sd;SS. 

7HB OFFER AND SALS OF TUB SHARBS OFFERED HEREBY WILL NOT BB RBGISHRED UNDER THE 
SBCUKmES -ACT OP 1933, AS AUENDBO OHB 'SBSmmBS ACT') W REUANCB UPON THB 
SCIEMlpnON FROM REGULATION ramrOBO. BY RSQULA330H S mOMULQATH> THERSf^BR. 
AOD^iNOLY. SHAm MAY NOT BE QFI^RSO AND SOU> !K THB UmBD STATES OR TO, OR 
FOR THE ACCOUNT OR BENEFIT OF. U.S. PERSONS (AS DBinNBD IN REOULA'Wj S>. 
NO-mtHSTANDEW THB FORBOOWO, THB FUND MAY DETBRMINB TO ACCEPT U.S. PffiCSONS AS 
INVESTORS, PROVIDBD SUCH PERSONS ARB •ACCREDrTED mVESTORS" AS THAT TSm IS 
DEFINE XN HBOULATION D PROMULGATED UNDER THB SBCURHIBS ACT. 

Pr«$I^lve punters of the Shuci arc cot to cotvtnie (he eootoaa of ihl* Oonfidctulil IMvate BaoiKaeitf 
Meiooiwxhim or Kty prior or subtoqueol oosuounkationi fteo the Pu&d, Invcitmeai Maoism or Sh;^ of d>Mf 

otSoen, eo^lojreet oz isenu, u le^, loocMmthts, ceftSamy or ux advioe. Prioc lo htvesUng ia the Shkr^ a 
j 2 mi|«ctive purchaser ^ould coosult widi lu tttoraey tad iu in v eto mu L acoourelaf, i^xduoty sed rex: i^tdiate 
to ^ttotenniiie the coosofueocei of lo laveeimeat is the Shirre iftd arrive it id i&dq>eodem evshmion of 
Isvecttocst, iodudlat the t^pUeabUi^ of my Segil isveitnMin nsuictloos. 

This CoiifldeDtiil Private Plaeetaeat Metnorsndum dore tun locluli information xelatios to iventt occurdog 
^i^bqoiRt to ill dale, coicept as tpeeificil]^' indlcsod. The ddhrery of this Coofldanttal Private Pltooim 
MeECmraodam it toy tinse doei oot imply ihac iofootutlos herala li oocreet as of ai^ tiate subse^oeot to its da^. 
This Coofidendil Mvare Plaoemeot Memorandius has beea finished oa a coDfidential bitU; ^ infotmadoo 
cDotiiaed herelD may not be reproduced or used for any oihet porpose. 

NO PERSON HAS BEEN AUTHORIZED TO OrVE ANY MPORMATION OR TO MAKE AMY 
RBPR^SENTAnONS OTHER THAN THOSE QWTAINED IN THIS CONFIDENTIAL PRJVATB 
PL\C»ffiNT MEMORANDUM AND, TP OWEN OR MADE. SUCH INFORMATION OR 

reerbsentations must-not bb-rbubo-upon.' wiS . conrdbntial private placement 

memorandum does not i^NSfnVTB AN OI^ TO SELL OR A SOUCTTATION OP AN OPPBR 
T O BUY.ANY ^CLSHTES OTHER THAN THB MtARBR, -NOR DOBS IT CONSmUTB AN OFFEROR 
THB SBARBS To ANV PBBSON m AKY STATE OR OTHER WRISDICTION IH WHICH SUCK OFFER 
WOULD BB UKLAWFOL. 

WVEST«Btrr mTHE FUWTftVOCVES A HKarDBOHEOFgTSKANO POTWrULCWtraiciSOP 
INIEXBSr WHICH PROSPECTTVE INVESTORS SHOUU) CAREFUliY CONSTOSR BEFORE 
FUROIASINO SHARES. <SBB “RISKS AND ROTENTI AL CQNPIJCTS ORIIJ TRBTOT - \Jtmme . aW BE 

NO Assurance that the bond's invbstmbnt mjbciwb wiu- be achievbd. 

iiSl^SSlSJRlfiES HAVE NOT BEiN RECOMMENDED BY ANY PBDERAi. OH STATE SECURITIBS 
OOAOjflSSiON OR KBOOIjSTORY AUTHORITY. FURTHERMORE, THE FORBOOINO AUTHOkniBS 
; iilAVB Not CCkSFIRMED THB ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT, 
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PHQr€ NO. 


Sep. 02 1996 04;2aPl1 P15 


1, INTRODUCTION 

MtvtfAcic lne«»e Fuad. V.B.t.. • C$(ymm l^sod* KtnHad iarvam totaptsas (4ib ”Puad”), is «a lavtiHmem 
eojK^Kii^ dffiu^xad to mike totfettaeeu Is toy type or qmtlity of jSdiR seoniiUes or o&a ssiets &at 

Mswidk Ltd., tbe lavtfbMatMsBSier, bdievw hiveibe poteoiU} for »i)»tasAiny above a^^rage isDOine 

macn sfovtik. }Hu«nttDttod&Conifitoidid!PzWsie-Pla6e!amMefmcRm»diim(fbe'Memmis^^ d»Pimdit 
»9ibacti]»i{Kis for adificUsud l&ses « m OffsKas Pike bued ob ^ net umt vabae of iho SuuM frost 
timetotkns. 

Sam Wyiy. tbe Pretkkiit of tite in^esOncBi Mane|m, and U< bro&er. Charie* ^ly, the Oudmma, have bees 
cagagod in xa>aaid°ft etdi^saBtlid emrt^Rsouikt teveKoeott and MOi^ee iaveKSM^ Ifor ^ Wy^ 

19 $ 3 ;' Tks I^XQd is eo-mnuiged Sam Vffiy aad Bvn K. Wyly, who from Wfl to 1 ^ 3 . eervad m Vke 
Mecssn and tovosmaaett ^K&shMda &oces. lae.. tuoa^ns es S 80 raffitoi UE<^tanxl pot&tto. 

to i^tioa to their ismtoeac ta»a»$pamA aotivjtka, Sam ^ly and Cbarka have a imig leocnd of iavoKtof; 
to and toildtog ootapaaiei to mdu^as la divem at ooapeter aoftvrare, leieeomamoicatktns. sSvar and g^d 
jotolng,-.oli Tcflidng. reataumm fraachUing. and ani and oaiv ittpoatorea. 


2. SmiMARY OF THE FUND AND TBK OFFERING 


The tollowtoi k a summaiy oniy aad Js ^BsUOad to Its etUirMy nftnaace to the Psad 'a Ankles of Aasod^os. 
and ocher docatnectsiejhrred to herds, oopiextfwtoch wdillie provided to each protective tovesion^to&nqaen. 

Securiiies NM-vcRtog Ordhiaiy Shares of Maverick Iseotse Pu&d. L.D.C., a Caymaa 

Ishads coiporattod ^ *Pimd*). 

typf <!fC>ffeiing Privam plaeaoecu offered vAAy owslde of the United Siam to pezioas are 

oot U.S. Pexaona. Attkediacretteftof (hePoito, ctslito "aocnedhed Inveatort* 


Dimesiie Fund 


Ihe Poiul, to the exzeis feasible, tovests together with a separate ftmd for U.S. 
Jnveaton that U advbed ^ the tovestment Masager. 


JnvtstmtiU Objective 


Leverase 


Imestfifent Uaaaier 
J^totoutin Investment 
^^tare Purdies 


Ihe Potto’s ot^eoive it to adtieve a high level of bcosne lod capital gtowitt os 
bob a ahon-tena and kmg-term basis, thioo^ aggressive investasoftt In any 
type or quality of debt wcorittos or ether aaMto tome the tovesbaevt Masiger 
bdUeves have the potetotol lor nbsia&iiaUy above average iitooae aad/ox 
gcoir& The' I^iind aMQr aske' tdiveatnMia bst tow puc^c of -witfeistog^oc 
tofliiod^cotoc^ over (be issuer. Tbe Food may ahn s^ sedaridbi abort and 
(akvlieaged poetto^ wiiiiaftfit whti the ovoraH ^eetoves of (be Fund. 

The Tvod is ao tboriaed to bonow to order to eohaiue to tovestrarai leverage, 
Themanmaioitriotkini on the Ptmtfa ability m harrow mhttr ihMi rt.«t 
xosy be imposed by leadeES omy 'ipplicaUecndit ragulatioas itofeotiiig lenders. 
Macgla tom genenUy will be obtoitoed tom brdeen. ■ici>a*igh otoua fbmpfttel 
- InKitudanramr al*o-he usedr-'To-fte e w ea i to fte pond -nniHeppi^' 
saies. It mjy borrow securities tout U has sold ibon. 

Maverick Coital, Ud.. I>sUaa. Tcouis. 

$2 ntonioD. The Fund may to Its sole dUccethm waive tow H^ni^Tn tine. 


SSareiMitGamm^cas'jnssrfilBirbsiglBjdBfef^^ 

ShsTB poitbases most be made by wire Ixansfar of immediately avaUtble fbads 
sod will be made at tow thee net asset vkue per share. The Ptmd, la its sole 
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f-«U1 : 19033949-2519 

wid Espttaes 


f^at^oas 


. Ri^fons 
A^nismuor 

JXyidmds 

Tex Siam 


Fi^Un^ Curreacy 

^SEP -1936 22515 
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tubtsilptktfs fa Stmt ■» of (ha cd toy fiaiendw 

inc^.' 


Th$ fevABtzBflRt MiJUjar wUl raccAvo • ^oute^ inuuifoinest f«e in 

tirtaxe dqwa] to . 25 # of ^wC «s«^ of&s iNiOd. 

Tito tevwEneiS Mmf# ^ iMehw m «ibbii 2 perfiKSttncQ f» 

Bqarito2QX<rftftofiiad*t«tot8oaBDariefiia<lfleh«iingTMl^MM^Mi wM>lty>>4 

gi^ sod net invecauei iamae) fa each yax^ payable at die el^ <a eac^ 
yes. Ntt eooectfi^ lotaM is uy ytv an oniod forwjmt for pto^poaes ia 

(towwining p^fefBttaea jam let iuhiaquflflt ytMit ta wMch Am m mtsmr^. 

gidai. The temttMffii Mifigar h nqpoii^W for tba oons ot pto<|dd|ag hi 
is>^to.tteniBd,iaeiadlBg«v^toad, «adit^ice£!Q;!i^i^ '^l^^'bean 
idl otbs ooeu of ih i uv ef tneM progms Oncilodifig t^ndnUendon, btokerage 
uJ custody ehsEgei. iot^ aM luea) u as profei^o&al feet bs 
luditbri and atioeoeyt. Ofieriag and otiaoizsiaaal OMta iKilt be bene bj* ^ 
Ptifld. 


Radaxnpdooa nu^ be oade s of toa last botiActa day of eadi caleodar ijioiidi 
ivifo u ieaM 30 days pxioi vibtm aetiee (waivAk in Ibe acdsiStontioe of foe 
Pond), s die net atael vAv per Share at of d>« redezqpiisn dsa, lets az^ 
KPpU^e tederap&m ehar^ m*d acenwd mKtafeaieix and p«rf(HrBUtooe flees. 
Setdeaentt will nemudly take place widiin dO dapi after ^ redenipdoix. 

The Fund nuiy require a Aareholder tonrre&def all or any pocUoe of iti Sbanis 
for redemptioa at any Unto and fer any reaaoo. 

A Tedempdon tbuyo of up v> IX isay be inpeecd. u the dJacreUon of the 
Piud.tocovBrcoctiaaodatadwlAredcsQptiooa of Share* wldito 12iiiooUtsof 
the dare of ao ifivceior'a bdtM punfcaae of Shuea. 

SbaiAoiUim wlQ reoelvt ndltad aznod ttpona end osaodlied qoarteiiy r^Kirta. 

MeetPiereon fCeyaian) Llnlted. a (^yman itlaoda company to Oeorgo Town, 
Ctymu blaadi (the 'Adniidiitrauir*). 

The Poad doea oot astidpato that aay dividends or other diittfowtoas wlU be 
paid to ibarahoMen otlt of dm Pnnd*i cunoDi oarnbgs and pn>0ta, but mbor 
that such IzKoato will be rtfovested. 

The Pend sbotdd sot be sAJeot to airy Usitod Statei Inobtoe taaes (oQior titan 
U.S. witfahoidlAg taxee on dividends and oeitaiB iatereat tocone derived' from 
U.S.soaroMnhBiareDetia«hbAreaBrsipeaiMltobe»d^al|. 
of the Poad who are hot otbarwiae aoli^aa to Ciyoaen blwda or Waited Suiee 
taxarioB by rvasoa of dt^. nddaoce, oaiioitoliiy or other particuis 
wiCBPrtaaoaa a houM not bceoae subject to My.inidx tsxailoatqr.seasoaarftbe 
pWuinEi^ or redompt^'ol Sbana. The Fuad will not be tabject to any 
CsQrataB Iilasda taxalioB oa tbs basis of the oucreed Ui|sslaU9& of C b^bm 

few and otpeett to ohtato a tuusrieitairhig eerUfScttetran (he Cay^^ 
Islglris toveausenl todicattoglhat Aould dwcurfeot Isflslattos idteose. i»jta«to. 
will be laspoeed upon ftaptoflta tot at toast a 20 year pedod. 

The Fuad raposta bs recutu aad tranaaoti aontributfoos sod di^foutfom in U,S. . 
doMttSr- 
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3. ©WESTMBNT OBJECTIVES AND POU(^ 


Objective ' 

Tte lDV«K33iBst ^JeeiUve of &» Fo&d is » sebieve Ufh tcftsi s«bin» ihsc«|^ ^vmtxmu la lu^ ^pe 

a»^ thaf tbsJavestiQSttMmi^bdiavHliivodtfpoteBttalfxr tlpatficestyie]^ i^^preoittioa or bo&. 
{□yestpEati msy be bcaied ia dx Soaes or bi otter ooostriet nd saty be deacHcalaBXd to U.S. I>o}kn an 
{KbercismiCte. The Puadaxv malx tcy tyno or ipioliy otegriiy iaveiteiaBUfaji ihaTnwimmf' MaTMj Br 
believM. ofCsrs the pcKeatill for SBlMSI«SiSy above cv«r«g« btcoae oiq^tMt eiwelh. intsim«i>g knrestawas ia 
wfetdi fix Fond cedb; !0 exMciie 0 ? iolhiet^ oontT^ over 1lxflu»doadcumix^of9x!^ii'U.S. 

DoHm, and the i^ad xoi^ or may not he^ «|aiitK cttntocy xida. 

Fofidtt 

The Fuad hu so fixed polbjy «s to dis ■Uocidoa of Us eeseu between debt mi e^ty invcstmeatSt ot betweee 
itrivsunetat la Uoited Sttiee sod other world msoiQKs. Ihe Fuad nay aUo inveet la debt seeodties ihai are aoi 
IN^di^cilr^iQCKMworafeiavoIvedmUabtipteyproeeedi&ftoryoIaBOiiyie^ The Puadii not 

to way ^xfiettltr reaUitl^. 

Iztoene cad equity soetsritlee in whkb the Pond nuy isvest my be subject to risk. Iikosx sscorities irin not 
be zeqifiied to xaeet e mtBlnon mint itudard ud any not be nted by any iateisafionaUy Teco;K:dzed credtt nt% 
or^niatUm, To the extern they ere rated, fix Fvad'e iavefttncBts aie escpeaed to be mXd is the iower wfay 
catejioj:^. These typee of eecerifiee geaerelly involve a ptmu risk of dedeuit and are gecen]^ nxne vols^e in 
price than seearitiet in niiBg eaiagotiea. 

The Fuad also jaaintaias a significut ponloo of its penfoUo la loveaiiiieots la coamos equifies o[ companies 
btileved to have tuperkir potemtai for o^hal appncUtdon tad giowSi In esmiagi and pxontabQliy znlatlve to ftte 
btoad svaiiet avetiget. These invMUneati may Utelude UiTetUnanti laeeaerBing uat^ outside the UJ. The 
Find hu tba capability to sdl ahon. diotriog )t to profit ftom ovemlued or ftndamcatally unsound aecuiitfes ami 
to reduce overall etqioaure to ma±et fluetuaiiooi. 

The Fund dcas not fimh itself toaparricQiarlnvBUaeat *s(yle” sad may eogage Id various combiiuiticatf^ 'value*, 
'growth*, 'tuoi-irouod* or *^ieal reeoveiy* toveettnoRts. The Fuad ta»y invest to securities of ai^ type of 
IficuM, iochdiag invescmeot companies, goveciuneiua aad govenumotal tatlltee, as well as cc^ttoions and other 
busi^an orgidzaUoQS. A portion of tbe Putd's pcrt/blio loiy also ooqsUi of illiqtdd investmcau. 
defnlM boodfi, loans or other direct debt Uuereats acquired by the Fund fiom third parties, laiemu to m r^ tinyl 
to cocqxoiea ia liqiudafioo. anditsulaed sacoritut of U.S. iancsa that oanoot be pcbUoly atdd to the V.S. wUhout 
rejdatrailen under toe SecurUke Act of !S33. The Ihind may ^ make Inrestmenit for the purpose of obtabdng 
or Influeoolsg coauol of the Issuer. 


Ids'esOUiU Fri^rnm 


The Fi^'tlovectniefit jidlos^y vriU be weighted tobUrd (he longer lam. aitd while toere may be periods of id^ 
por^oUp;taisover to seek to trim advantage oTsboct term treods, toa Pvod wlH seek primarily to obudii Ugh tecum 
fioin longer tenn Investmeota. 

me inmd is penniaed to invest in any type or qiiriity of secutlte itsued fa toe United Sates ot in mher countries. 
M Italic coaditicntf cbJCge, the types and mix of leotiritles held la the Purr’s portfolio may vary yigni^a nriy 

prinuuy toyetoixncit empIiHls of the Puad n any tone tf h detertnlnee that aarii an appooscb cdjlht'bettcr ariitove 
-toe im^unent objectives of the FoDd. , 
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L«twtee 

so rcni^'oss cm iib 

2^s4*s libSOty » boROW odier (h«Q (how t2a« ns)' be io pc w a I9 teodefi or o^lkasUe credit 
Mvgtoio8iU|^a»iliSFWiUbft(^minfidfio8ibralm, 

kTso be uwd. TO the edent tbtt the Ftcd su^ eO£«ce hx liM leiec. b moy eleo borrow seoubiBs tint k haa ecdd 
short. 

loteoMdion^ IttveeknoKts 

tbe'lmvctmemMsjuyttf bellevwdutf oppommhlMlbrenraeitTC retuosiaq’ befbiadl&sec&irhie* h»uedtviuxi> 
V,S, ootpond^ Bid foYcmtoeatSy petticuU^y lathe tl«veiopia( w dofti of die wocU thit are geoecid^ n^vtSed 
u ''Gxsie^EixiS Comsoto*. Thew fegwanepu. eWfl eddirioBtl te teveaticeaihFto U.S. ael dev»^ 
Mibitjj' naOEets. S& "Sub mS Omfficts of lotemi'SUb'inCsTsiidoiui ZavcaUtDonis*. 

Uttcegbderftd Seeurifiat 

Urn Miioec:er isey punhue wouriUw thei hove w beea K|btend oadtf die ViHai Sm» SocortdM 

Actof }^(« (faB seeurhisi ii^OTlfiS'U.SlSiifsoruy fe^ga DOttBtty. Of to ^td> diere Is no ecttva 

iQBitea; ' Theie leccdtlei 8»y lodude cloieiiy'hdd debt ncwiflei, lom Or panldpatkms, eod venrm 

iovecdisciks'ia toiill. oaiflisG^ Aietefliltctfthe^iiwceofepuhlkitrediDy meAM, thawa tgcaa- bW 

say be lew liquid and toaet dffKttdt to vahw tfua publicly tndol Mcuthiee. 

Loan Pertddpstfon* and Awlytanent* 

The Fufid tovsB hi loecM <”1 jmbi*). Includlne rntnietatad Umos, ammgcd thnMt|h ptivsts nes;otiaE(ki(u 
betwecft is'iBoer aod one or store fmao^ faMiituikme, The Pond's Isvemnents In Loans tie expedwt in most 
insu&eb to le in die form of particyadoos la Loans and tssitarrmi of portions of Loans from dUrd parties. 
Paitii^Uloai typieaUy will result in tbe Pimd having a ooeoneoul relartoDshlp only with the leader and not widt 
die boftower. 

KecapftalizAdoiu aad Li^Hldatfoiu 

The Fund iavest ia securities (Inchidisg Loacs) of conpa^ ta oouDUiM tha are in defnlt or finaodal 
distress and an 2a the process of recadtaiMag ihdf oblipo^ thtoueh an exduAge of securidea. Coopaiqr 
tecapitaliaadoos may be votuntaiy or throi^ fotmd baakniptey piooeedinga. Geamiiy teot^ailatlone tai^ take 
the foRD of a Brady PUo eadtunfie or sooie ofber exohaosa of leouridee widi ao ooUaieral or Cereal ^po of 
ooUaii^. 


The Fund nxy also invest hi bankruptcy tx other Uqindatkin prooeedings, In t^di ibe asacu of the eoiopahy In 
liquidatka are aequlnd s( a qiecUlied pd^ or dwoongMsy tl gturanteod a ^eclfied amount of U^dadonprooeedi, 
and the assM are ibaa sold thrwgh &e seirioes of t profosHooiI Uqolda^ ffem. Any nicb Itmauswtta ikt 
Fund will lenenlly take the form of t loan to, or pairtir^pvloa iBtBtat froro. such t pnileesiunil Uqoldadoc Bisa. 

Control Intectmants 

Undec eiteik oirooButtjiecs as the loves luioitf Manager dee uur appropHaat, the Pdhd iSSy iSS to wMtrofae dtmirol 
or infiiumoe ooatiol over the hucUMfi oropetatieiu of any Issuar ia nidob it invests, and toay m>t» mvestoiCQts 
foiduFtupow^aeckingt^oonsrolm jaflueBCe. &xh tavest aeatt oo uW st fojctt the Fund m certain ttpt gtty^ 
hzid^^Itefltsise^lS^ UnBeC Sti^ SecuildM 'BiKbiBge Act of ]'994. 

Sbnvt Soles 

The Pond a>^ from time to time sell seeuri t ies abort widicw Jb&ha^, A short talc is a traosasloo In wU^ the 
aelM separidea ft dow not owo (but hu »■ y nt » -n, a.n,»,v 

fluwid i aArtukB mboimiwttgsBiaiifclti aaa;-a saa^^ 
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tbe Putid will beeonM ^ig«tod to tef^f«ce tbo securme* bomn^tt UMr xaa^t |q:^ at ihe time of repbemieot. 
^^tfcver mQ be: HibT^ ^ li^e'td pii(y a to Iks^ tacorit^ and imut pty axy 

dh'ldtndt ox uatereat ps'f'obb q& tbc wgatUSc* uolU me tcplaxid. 

liCfadiog fd Portfolio Secwfdes 

Tbe Puod nay. In seeidad; lo ioBfease Ite ioccnae, Jeikd Mouritiei la to portMio to securltief fintu and 
iBttUuticBUi doRBed credUwoidiy by tbs lavettnieM Mizu^er. Tbe \oua will be tecmliuible ic nay tims, and tfce 
Fund vn'& nceive any kHereet os ^idendi paid oo flat loiaed aecsrlHes. 

Tiran»ictio2is 

Tbe Fuad may ptudiaaa and sett oxchti^ Hated aad over^titS'COtu^ put md oidi ojkkms oa secudllat, gn«r»is i 
fiuurtt aad fixed Ibocnb^i fawikee-aadiMbecfisandal inatruaCT eDMrtaafbaaetarisium'OciRiEn i^S'QSo 
iomm rRmtnasactkK».«f4«ot«iiuoc«neocytraacaedcetf (Mllectivefyiftetetn&sacii 
Mpa wn uute ra at "Strategic T n utfacU^ n '). TfwPaod'sia£erartrtfettaBMefifi«m9ta]ntlmfi»rmof|nn3>s.o^ 
fiocare fi 4 eolhts. aad tbe Pond's coftett;^ tnmaactioaa wUi take tbe form of c ontoey Ibnraid ooottacds, nofeDii^ 
^Jtuits ocmoku, euntsK7 awapa and optkoaoacarmMy orotne^ ftmwa*. ^aniK^I^ ja^r baus^ 

to protect agid^ posaible edi^p IS^laS^ valbe ^ idatflE fe a beld ia the Fund's pwtfoUo sendda^ 

awoxitiM mailmu or eomn^ 9 KAaD$fi mb ftoctuadom. to proieci tbe Fund's uiu^Ued galas la Ote value 
. of Us pdcrfollo tecotUiea, to faoiUteie ihe sals ctf tbow secuHtles to invdiuoeat inir{>oies. to mai^ tbs iHlbctlw 
■ sumiri^ or durUtoa of die Pund'a pottfttUo, or to euabiisb a pocltto h to derhwivsa marimts as a 
sobolbite to ^trduaing or sfiiisg partkatlar aoeuritiM. 

Brokerage 

Tbe Fund w!i} sel<£t brolxrs to in securldss trassacdoos based cm anuoiber ctf factors. laeludUig comsblinioo. 
rosesichservieet, roar^fiu^UttoaBdotoca^ laldditioi^ toPuodiiuyuUUistbcokmitobiveTCtoced 
invesrors to to Pood. Aeooidingly, (be Fund ceay not necessarily obt^ the lowest tt^otUied totAentge 
coianitsiona. The Fund may liso utilize a broket sfAUaied vttb to lavcetment Mioagcft provided that uty aiK^ 
trvaui^ocs will be oo^oied m corcausaian rates tot do not meed tote tbaigpd to non^dfifimei In ooo::q»n^e 
traxisaoSoAa. In addition, to Pood may udUze brofcers tbst toaisb setvicet to to Fuad Manager, sodt at naeucd];, 
teicphoae lioct. news and quotadoc eou^miMt, oflioe equipment, account reocxd ke^lpf and ciorical services 
fioBBdal pobHeations, eooDomic eoasultlsg aervleae or ofRoe facjUliea. 


4. MANAGEMENT AND INVESTMENT STAFF OF MAVEfUCK 
CAHTAL, LTD. 


Msiveridc CapUal, Ltd, 

Mavrsiek Ca pltd . Ltd,, a Teus (UEA) paitnestbip. lecvea ai to Fund's Invecuneat mma^ ami is 
■ revered as an Investmeot AdWierundet to Unked Suaes lovettincot Advbcti Act of 1940 (ai iimtod). . As 
of lune':^; 1995. Maverick Ciplud, Ltd. bad i^HoxImKely U5 $130 ariUlon fat tmuta onder te nnaapSieEU. 


unill 1979.' tied merged Uiio Computer A ssociate s In August 1M7 to $750 mUIloDiD mdL In 1 9». 
eO'foundsd-Bai^ Resourocr Coaquoy,- aa oil refining and m^n^'gSld SEdlcig oornpa^, mvlbg aa ltt &UKtove 
Coamfttee Chainaan frwo 1968 to 1980. Smfh Soooioes merged loloMifico iaHovernbm' 1^ to 
In 'F^m 1968 m 1989, Mr. Wyly served ss Chairman of USACafei, a natiowd steakkouie duds, dttdit| 
whii* time it yew froni 20 lesUwaits to over dOQ. He la ccnsatly a cFumii tnolrfcfddw aad tantmt «. 
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ndllioD in it cm^ e^(diU!;^of.$SCO,odll^ Mr. "Wj/Xy Is also a-oimtroi s(oe3^1dsr:8iui 

MKrvts isCSi^hQii& ofSerkiE ^^ Irt:., teoapmtfiofti^co^uyoo^fow^t^^.lnldS.U^^ 

grown 2ppoi49«ajIUo»«f:«^':te:l^ tower $4<10're He is t I^liriua Tw^i aad 

received <a M0A (rcra llte Midiigut (Psuxi Sdols^. 


Evan A. Wirtv. General Pinaer tnd ^^">4 Mainwr. From 1S92 fo I99i, Mi. '9fy}y $crvaA as Vzoe Preeidezu - 
Mermen sad Inwwtaui^ et Mxliaeli StoMi. iae., oMAgbt m tnW(»i ixm«tn«iit ecowtat. Is J9$8, ba 
fotinde^ Prefer Partnen. a toBKhaat bialdag firm sjieclalklaf beotporMeflnaoo^ jnergm sad aoqp^faa^ 
FriDC^ i&veiuseau, serving as Ui PrttideBl mnil 19^ Since ^hII 1990, bebas isdsted Us fafiier SOI 
is mtaagjftg ^ Ma^dt^ pontfoUo. Mr. li OtyPimd M^agn: et Ute M«mi^ Ontpnnte InvnntMittf 
AccouQis widi $150 mUlka s assoU mder tnimj^aMiu, He is a diiectoc of Staling Sofiwaie, toe., MlciUMds 
SttXGS, be. lod Xsolbs, Iae.« a1ti|b*<edhaalogsr bformadM ma&icaaett c p ngan j . He is a i9fl4 graduate of 
Priocetos and received an MBA from Harvard Bofiz^ School bt 1$^S. 

aaries J. W ytv- ir. Q«iy«;«l PiMaar mt ffhstnasn Mr. Wfly U » Caln^nenMI Blor« wUl MS 

Sam, eo4oaodedSteHinf &{twamla lOSl, seryjag $$ a ducaor since to fonnsdoa and at Vice Cbainoia of ifce 
Boodjabce Hoyeniba 19S4. He served $$ n oAcer of Daivenlty CoffigatiBg Conpasjr from I9d4 to }97S. 
iodko^ PittddaM from 19^ to 1973. Sam^ Mr. Wjjg qo^nuiind&ytdi Iteaouroai Compai^Mtere 

he i2i!ved M CKHnsw IBkcb to ItMO. Mr. oo-fotaded USACiftw and was Vice ChiUoaa until U was 
sold in 1989. From 1999 to 19^ Mr. wai Chilcman of tbs Tsstt Hi^ Speed RaU OoniBdssiOQ. fb abo 
currently urns ts Vice Gbaingan and a director of Michaels Stores. He ii a 1956 gndi^ of Lonitiana Tedi 
(foo&ali sc^cdarchip). 

Lftft s. Ifl- Ma naging Director. From July 1990 m Ai^uit 1993. Mr. AhuUe wa a Managing £Hceomc 

of TlgorMacagwneot CMponrioo la Mew Yod:. a manager of privoe feveatment ftmds. During tesmse ai^iger. 
Management, ha huKb under manigeinaoi grew to SS.5fai}]ioB,wMi aaoouMBdfng record of peifMnance. Pitor 
to|^^ Tiger, he WM employed by KPMOPsm MerwickdiOo. u a etnuUhmt for tbit Ana's Nathma] Director 
of Ififecoaihm Techoology. He U a gnduaie of foe Uolvcctior of VltglUa (WeaoDRlBnd DavU SdKiia^ a^ 
received sa MBA from foe Unlveni^ of N«th Ceroline (Beta Oamma Sigma). 


Mkahtc} <p. Freaeh. Maiaaina Dltaetof. From 1988 to 1993, Mr. French served as OudinuD of foe Mazrageamoi 
Cocanittee of foe Dallas-besed tew firm of Jadcsem it ViSka, L.L.?.. where he practiced as a oorpoiate 
and mergers and ecqniiiticHU partBst. Mr. FrtadilsBlsonfozeetar of StecUngSeIrwaitc. iao. and Mldmele Stores, 
Ine,, and Indepeademly provides advisory eervloet Isoonneetlocwhbihebutinecsaetbideeof fooeecociiwiies and 
other Wyly fually iaicRets. He leoeiv^ a B.BA. and a J.D, (cum Iiode) fiom Baylor UnivenSty. 

H. Lob HobaoB. Scalar Aaaivat. From 1 902 to 1994, Mr. Hobloo served M sa intanuuJ<mal associate Is the 
end Dcw buslbesc dcvelopmcat di^akm of PspilOo Foodi Imecnetloal wUb 27 ooran^ InveeRDeoU In companies 
outside foe Ushed Sums. Prior » PepilCo, ^ ^eat two yean In Coiporats PiBtnoe with Goldman Saebt In New 
Y(^ and one year hi Paris wtfo Soofete Geoenle. Mr. K^tsen is a graduate of Prtncctoo Univeottiv (cum laude) 
and ieeeived an MBA from Harvard Builnoes School. 


Keif^ ^atailn gtfw^ TfiV From 198? to 1995, Hr. Hecufoigioo worted in foe tax lecdoa of Emit ft 

Young's Diltas office, eernng es a Tut Meaa^ fim 1989 to 1993. He is a Cenlfied Fublie Amousuos, tnd 
zeoeived' a BBA to accounting and inbraiatfon ^'Steais La 1985 and aa MS In taxifioo to 1986 Aoa Baylor 
Ufusviaity. 


Proa 1991 le 1993, Mr. Heniarfing served ai Brmoadve 

Dlrtctor of to Naih^ lUpnblieaa Sepstoriai tPrir ViS, ffimatn 

Cfici^di^.. He prodded foe S«ai6^ Thisi and foe Seajce jpieeldeoi's ^ac^. Ptoa L9g5-to.l999, be. 
served . ns Cacy^ Manager arKl S tate Dlitetot to l^S, feagfff ffeg ftyw of TexM, Jhnm 1982484984," 
MfT.H^^ltEig ptamroed ooi|>ocate Ikw eSfoOpponhelTtwr aod Roceobag to Saa Ansoiuo. HeUal979fdifo>mn’ 
^ Team AftM Uotvenhy (magna cum laude) and received a I.D. from foe UnhwFsHy of TKts la I9£l. 


Ldas4fcO'paM46H 


I Chief riaa n eial OBte ar- ^ f 


Ht q uteipW Wyly ^ fanilly fa UTMli. - gia IMWM id^iduHtiiil m w m hmlrlBy 

UiImd and fliumeUd planning. She bai also served is an oSieer and a duactor of various Vyly omr^anlos. 
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Kafl^y 'grader. Pipjs 1^?7 io Mt. 'B.ym vu a tndcf at Water SiTCiH a haigp food is Horida 

i^te^aii^litg la. shcst'tenuts. Ptom 19^ to iaS7. she wottad at several hrokerase firms including Smith '&txoey, 
}.C. j^ndforfl and 0{;{)R^bdbB3er ud Co; 


5. APMMSTRA'nON 

IhywiiiMH}! AdriKXT hfftmmt 

Tiitf Utmtsieftf XiBiifM' ptstUmm t» awloes pumtutt t« u bvntaieot Advisory AjpwsMun (&» 'Adtdiocy 
A 4 s;xetacDt-'} w^tht Pnad.- f>wAuuu so Adviaaty Ay wm eflt> dw fa v wta wMc d -MsoRagw ix eauHwttw t co 
ez^se -Ml dlKWiioa is ^ inaDa^sicas oftitePnad's tnklioi laid isvsatoeaa otdy SQ' 

iavasuseat ai^ borrovde^ mmkdoos vhidt toty hem tia» to tbaa be ado^ by the Fa&tTt Boa^ of Dinetent. 

li» Advisory Afreetaem OuB ^ lavetoaeu Manager act is a auaiifir wUeb it otmaideiv Mr iod oQuitii^ 
la icivestraiRir opposcuaMet sa die PbbI, bat does set odterwiae Etnpoae my spocifle <ft 

equ^teaacdx eotKxnilBi editor invsMSMstftiiipciRut^Uea to die PaM or cay sMzktidmoB 

dietiatBreoriiBslogofloveetcaMnta (br the aooottni ofthePanda^ ito tbalaveatoeai hlaoaj^'t ownaoeoiador 
odity aecon^ vdiloh U om^ isinage. Tbo tovesuaesi Manager miy manage $. wmbet of aoootads 8t^lixb^[ ta 
iai^aanea: t^aproa^ th^sr to that beiag curM <nn for tbe Puad. 

Tbe AteilnSstrator 

.Ti» Bond's AtbsdnUttatof is MeeaPlenotv (C^nutiO Uoteed (die "Adofaustntor*). a C^rsaan Islaads oosc^vsy 

hned!m€keq^Tomty(>yrmiVhniU. Banucat to in AdsdiditmkmAgfaaomiegEitMad into wiO) die I^ntd, dm 

K^xt^’tmoc U ce^onsible, uader the sopervisioft of the Puad'i Board of Dimetort. for all nwaets 
peae&dOgtOdieadmbilsintioaofibePuad. Adnilnlstndoa AgteeaxMit bmct betannjiat*d withBUtpaaud^at 
tbe eal of any caJeodar nuadt by eMier patty t^ion not tell (hlD 30 days prior written notice. 

Bodrd of Ittrocton 

foad bat two directors, MeeiPienon Ncmdneea (Cayata) Ucohad md MeeslPiersoa Muu^cancot (dystta) 
tinii^ It ii todciptfedibM die Board of DimetonwGI meet at ieaufliMO a year to review tbe inveatiMDtaad 
adedCUondve iffabs of ibe Bund. EngHoyees ttf tbe lovestaBDi Mwiater vHJ) sot aesvo on tbe Puad'a fieatd ot 
Dlieetbn. Tbe Pund'a Artldei of AsaociatkiD ptwMo fbit tbe Ulrooten diaU sol bo Bible to tbe Piad for aay atti 
or eraUriont ia the petfontunue of thdr diirfoi in the tbmi/x of odUfid pahoonAict oi «s otbntwbe required by law, 
and oontaiBpmvlsIom for foe isdaamUfoadoaof foe Diiecson by foe Pnad, to the eatcnl pemdited by liw, agalnA 
UabUHtec to third parties arisiag la eoooeotios with foe perfonoaaoa of fo^ aervioea. 

Fees ^Sapdam 

Unto to tecoti trfto AdvL^ A^eetaem, to Pito^i fofoe loveeanm Manager for lii eervfota » Invoattoot 
ftdt^r A 'Pixed Fee* nd a *Moaa au » Fee* « toerlbed bdow. liu Fixed Fee to tay fboal qqarm k lit 
afooum payable in adyaneeoqto to .asefl% ctf tooeaaaiett rito AndeB.toftM^«frKih 9 aictor. ‘She 
Fund pays to PUed Fee in V.S. dtrfian wtiUa ten d^rs afor to first to of eoA quaitee. Tbe iTxed Fee h 
defoict^foocsi^UBgtonetpiofltotBeiloesoftoPand. fo to ovettt tot to fovestnatt Manager 1* cot ectisg 

zetoa foe poEtiCT of such ilieal quanar ia whiefo to Advtev is aefoag as sDtfo ii8(to foe Advieory A^eeamt. 

Ito B^DOCKtee Fee is an amotmt ailocaoed aanuiliy eqoit to tweitfy peioeot (20%) of to net coor^tnie .pia 
^ndodiag ati muealized xaiaa). if any. during sudi fiecti year. For pupoies of ealoulaUos peofoniwnoii 
aaaoid to e con o ia l c gida of foe Fund from openthna Is toenained before deducskam ecenud offobpB^ofaunde 


!to. Sioee to fund's portfolio ssseuinTtemded in the Pvad’sannQaifiiiatoidBCccunttMtts^iaadcuv^, 
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tbe JOfwal jK^fooBiDeB &e$ isBact sty.x»t dui«ei in unrtalizad <« tb^Mdftdoz^ io^be vslue or tho 

poi^Ho tf of the tiiowi of eocb yur u well a |ite* toaet ittiUs^ duHiii; Ibe yt^ and nrt tavMte^ 

iiiobQtt. HiO la^bod’of gl o ci ft oa wift invpoM to 

describe uodor Section 8. "Zlte OfferiQt ttd Other Matten*. 

Not economic lovsn (t^uding ucimlkoci loi^) is ^ ym pt oeri^ forw^ fM jnupraes of ^ 

{H!nr&m»oc« tw ^ ny odtet ym In ds hnd'a Shim eicpeiieini an In^eua in net aesat 
Tbo bveawtem Maaagor opt » defer p^isem of ili or pen of Ita RHfbrmnoe Pee. !f the fovetuaefii 
to deftf-p^oMS idl oc pm ttf the ParfoQMxe Fee tomayom, f«y fwii: dalentd 
piQreiae u> tbc invoaattttH Maaa^ itul} b« tmud . u4 i3m tacmn pa^dtle at the end of ettcb 

throned peuioda ihd} be deiern^acd, as U loth defettodaiaoQttt had boeebrreaedU&dhuay Shares on Otefim 
diQ^ofthefitcaljnsarfbfiowtogdMywdiedcfcnQd fee wMetmed and redeemed tt of Otolatt day of the dcjEennd 
psdod. The deferr ed I fer feaaitt oe P ee and aaouati of net profit!, if iuy> ri looatedto roeh defe^ PerfomM>ca 
F<» {^aii be pidd ptoEqpi^ afos the ^ ^ the defect pe^. If any ea^ ^fividenda an j^d 'with tes|ieca to the 
Ordiouy Stam donog ny of audt deferred petlodr, tfaero diaU be paU to du Invested! Manager, at dut ^ 
of paymsEA of audi divideada. an anossi equi to ihs tividcoda that wookl have been paid to the IsmmtmeBl 
Managatr if Ote deferred aatotaua had been jnvvated ht Otdfeaiy Shan*. 

Ihe IfiveatiBMn Maziager readen iti aervieoa to the Pusd at ht own expeoro. ineiudbig the eaiaries of wg/kym 
oaoeaauy to roedear nx^ cto'idoaa, all gasaral overhead axpaaei anribotsMe to ht es^oyees and ofecr eJ^OBMa 
laeideBttotbe 2 t 0 d«tia<<dtUGhtari^^ Ceiufe equipncaitaad aupplltoitti^ beftorni^tMby be«l^ 

uaed by feo I^md. The Fuad paifi ha tms enpenMa taehidiag ^ feea paid to the bveetraeoit Misagec and dae 
Admlzdstnator, aocounttof nd legal ei^eoiet. orgaaiaatknid and offering expeossa and iovet^mRd expeniet 
^iclodfeglvcdceEage cotnndiafeaa, OtUtodiid feto, btecett os taargln aocoatai, bonowfAg dtfrgei fer aAeazUiaa sob! 
ihon and ahoR sale ^^dends). Ttwtvgaeludonaiandcdferh^tJ^peiueaofthBPandvriUbeamotikedovaratorm 
of SOffibBtht. 

Ibe Investma:^ Manager may asrigs iti right to receive a porfios of the Fixed Pee or Performnee to any 
persoB orentliy that aott aa a (Usiribotor far Pond SLuea mefeawlM provldea advke and aaaiatanee that mto* (to 
ofbaiwfittothe Puodtuch » advice r^ardhig dw atructoie oftbeFuedor odusr fecton tobecoDtiderod isonfcr 
to esbaoce the autfleetabUl^ of the Ptmd Sbanai, isvector ttladotoa, ideotifioadon and evaloarion of ctAdidatea io 
aerve on the Puad'i Board of Directon, or general ceonotafe aad fiaaaolal devdopmenti In interMTloMl aeourtrie* 
and ci^Uai marieett. 


6 , RISKS ANI) POTENTIAL CXhlSTPLICI^ 

A. RUto 

loveetmem in the P^ eetaOi a (fegree of ttak aid ia auitable only W aophlRimed 
^v^^iisid li^Qifedtfarii^telfe''in'&^miMhtlatti>Pi^ a^iigSeto 

invesUMOt profraon nd who felly uodentand and ace c^iable of bearing the riaki an 
foveatmeotlnthePaad. ProapectivehffeatMtihetddoattfallycoDaiderdfefallovi&iilritfeetoa. 
TTwro can be no aaroc aaee feat- fee-Paad iriB-be ableio adrieva itri&veaiaeai ob|eeelve,-iBd 
inveatiaad roulta miy vary nbttaoHally oa ao amuil baala. 


make tBvettnaou that may be oonaideted ipcctttarivo aad may fevolva aobRudal dak ktnJ. 

1 of iBveBtiBeya . Th£FBt 4 'aponfedio«anbe«xp«otedtoinelQdBaeeusWthajf.ini»t 
iKstivt^ Mwldely traded. ThemarkettfarthaaeaeevrtdN Mnbeaxpeetedioirwi^widaai^dciB 
^reaOa andtoow aearitiv^y toboyh^ »e>d adUogpceiwrei fewB fe fii»ndfaTnoi»'acfeto'Bdi&tt, 


of aeeuriUM. 
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{[ ^ffflifrf'Lievtsaye. JBarfowdftg ^ the Fend wi8 c^e «a oggmfflnity for ma 

teverasiBS nm^g fem 

^rrowittt w$B «»gi^ daSttwi m welt n iiierettar biibe vabe ofil^ JP^'4' |^ 

v^ftdtiringA6flinfr tb ««4 ^1 iigiii3mi3btor,T>BtfiKJea^^e:t|aHRgywyci!^^ ffie 

exteid Ibe TOcom» dcdved ftom <Q» mat obutaed banow«d fuodi e>x»edi 0» intemt «od 
other exjMU^ that ^ P»ad Mil have to pty, fiii Fnnd'a ^ Inoohae -wUl W peuw iluu' If 
b^TOwtng wort not vied. Cooven^, however, if the iacoine fiom the aatet* obui&ad with, 
bons^tred ftnba U ok mgeliW to eover the coat of bttxoMag> the sec inootae of the Fond wfll 
heleudiafi tf boccowingi wareootuied, iM thet eto ee die uacMiat av^iaide for {Uftrlbvtiaxto 
the Pood'a pannen wlU be redneetL 

Uaspedfled lpvB«mc|ate . ?uai invertnaesu wtt) wy, wA patdcular lavestznemr caosot b» 
gtgteaaL- A t xor din g^ . an I mr ^toc tyoa fl wid rfh ty thete 

Manager to Bake Mocestfid iavemoeati oonititeDt widt the Fund'i inveetsKot tri^eedm. 
laveanott MU QCB Jerboa opptttuBhy n evabMt gtn^DiUy da ^evtiffi ocebor^ 

(^M7 blbrnadOB vilUxad la the edeakta lod gimhMiag of imtaUMsoa. Tw Fo&d mty iaveat 
a d^Bt^ p«t of ft* »»iet> to oae oofflpMy'^ew^tl^, which wodd cause the jPwui'a aoc^^ 
to dejMod iH|MUi!ioidar djioe ifie noeeat of dm iaveanwot. 

Pivmificaitet . To the extaaf the laveatiaaat Maaagar eoooeatiarw the Pimd'a iAvecUMoti lo a 
^udouUr ieeoert dw Pnad'e pvtiblle wiU beeone more toaceptible to {luduMoas ia i/tlae 
reiuldc^^ from «iv«ne ecooms^ <nr busbtm condition effcetiag th*t peittedw tecoer. 

intqmarianai Ipi^Mmentt . fiivactnieaBa ia Mosriiltt at beam outside the Uaked StatM may 
iavcdve ffeetef dika tbaa U.5> intsatmeatt, There bgeoondiylcmiofonQdioQjmblklyavdlable 
about eudh brum end there rnay be be* regdatiat at the cxdtmyi aad brokm dreliag ia tbe 
eecuiitles of each Ucoen, Sana noo-ll.S. nusketi aoj be more volatile asd loi^ otSa lw» 
reeorUiet cretUni; preteodm thca II.S. merkeu. aad taay Isvelve Uihor tratuactloa oosia. Ia. 
addiUoa, hi tosae eoniitrie* there nay be fida aMeetued with poliUeel or eocdel jretaBlhy, or 
diptoisatie developiaenu that could ifrect hp^ectnenu hi thoao oousanei. 

Streteric Strciegk TnaMoUosi have ipedal Hike iwtmrbted Mih them, i&cludu^ 

poMib!ede£»uhl^dieotherpwQr to thotMareotioB, illhiDkUlyaad, to the extent (he iaveretuoat 
Maoiger'i view as to oeitito maiixi novemeftti b laoorrect, tbe li^ (hat thetue of ibe&remgb 
Tnnseetions could resoU la ioeiec greater than if (hey hid Dot beea need. 

laieBeHtateltlaki . TliePuadei?ectstolBvialiQtiisnificarKaiiM>uaiofd^securitk«. lafte 
evem of taKreiiM ia pfmdihg ioteittt ntec, the aazkec piiioM of roch debt aecorlUre esaa be 
expected to daolirte retuUhig la poctlble c^iial depreditloD. 

<>rPbrt&ga jpvaihifiiii. ThoDmbiabiltiyirMU^ldftyofthePQQd'itavecra^ 
caoM to. WR^.. I^.PuM’a to acquire tod di^ciip of Icmtta^ iq tfinrCMed 
aeocMiiei may to d^wodeoc oo term oobide ^ favretneift Mmag^'i oootroU iadotHog the 
flnuKbd oondltioa of a aecu^’a Itruer as well ii imnl ecoaoaito cendidoDS. 

ftrthmireprrlaTOttinenf^f^^ TlarlmuRBm MBa$^ dilMUiMiiiy ilQioflino 

tdeodfyr straetatt» ezacsta* adrafaliter, nmitor and thr*^**e Pimd loveatiaBiKS. ^^cordingly, 
no persoft ttould invcet la to Paod imlea lucfa pteewi U wflitng m ^ipig a^it ^ 

manageraod ud IrmASMB dectaiooa of Ae pBod to ihe tovetUDCsn Manager. " 

fiaaavrK v mBmT ' Tft' wft a ftne e of tto'^veftt^Mioag^TI^^^ Pet^tuaca Pta rpay 
erem as locealbre far (to bveatroem Manager to ouks iDVMoaBiica ihit are iDore speoulsdre &SB 
would to die case la d» abaenoe of a uQh a perforoanee-biaed pt^meiit. 
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V.]»Mianrfttetf61ifllm«li»mt». WMkDrtltoillteBjmk>ni««<«l«»lly 

In wiikii te Puul Bi; taveit, tbnc cmmtiy i» ooinlina tooice ftTpriciiig Mtamidm 

er^rwcu^ WlSaet' 

nd be firm any to^. Pi^ fay dHTere^ antioec an lob^ to 

vaaatiofc. Fsr fta^iaa or a^tetaimki the PuMdra set xa^m ai^«eii^«kii aa tut cipii 
dejksacietlen and ^nUutnf tsveetioeau, vahmk«i of isveMmeou hr wbidh ia&mMloa 
ea&aot l» t^talsod wfli£e nade by Adjnyctrtfor baaed igxHi ao^ hifo^kifiia it atn^ie. 

iba ad-^ of Oe LovestiBsiic Mutter. 

llwn It Tio B>tffc«( fof tlte Sbiiret ttd »OBe It oxpBcted to dav«I^^ 
Esodfit Is the dieatmtanoei deaeribed batii&, Sbarea are not redeemafak ibe oftixm of &e 
bolder. 

Low Rtasa ad rgiHff iBWftiMHt . At b? oh rau. a tdbiuiiaia 
BtK^ stay be bweand 1ft bi^fa ride butnsaenti fiiat m low niad or nntated (that ia, cared Bal 
or lower by Metody's or BB4- or lowar by SA^. 'Tbeto n^ta^ an dt^oed by tbete agBacise 
n laeu duu ihen securhlet are pnd^Binaialy ^eouladve wUb reject to the batoac’t ca^iAty 
to pay intense and principal and involve mjor riik eapotnn to adtwM ccadbk«t. 

lx>w rated and uorand debt Iwtntgifrt* gcDcndly ofiier hitter currsni ybidt dun «e avidlable 
{torn libber grade Usuea, but ^plcaliy involve a greater rift. Low twi and tnnaed foonrUlea 
an e^ecUtUy cubject to advene ttogee is psoenl economic c o ndh to a atui to eban^ in ibe 
Anancbl eoadbloft of their tenMfa, io iddidoft to price fiuauadona la ee^oeae n eba^et in 
iftieren rates. DuriPtpefiodttrfectmc ale dov»niura,iMnefi of low rwedictd unrated initBuaaata 
mto^ eacperieftce fiaaei^ diaoeai thu ootfld advoMi^ aJSbet tbelr ability to zofte pi^nmk of 
principal tad iotBrett. Admw piri^eiQ' and lomsttn' peioepUofit, e^ethsr or not f^aed on 
fuadenoKUd analyBlt, also decieese the vahM and liqvadj^ of low rated azal wwrarivi 
toeurUies. 

GmtgiLEetmomki Cmditiow . Oeoenl eeoftORdcandbuiinBaaeotM&tlDasinBy afifaci dtePuni'i 
sodvitles. brtemt rates, die prices of tecoridea and paedeiparioB by odter isvectors ie tbe 
rinanclsl matteti may ifFea tibe value of lecurities pstebated by the Pood. 

Short Sslei . Tbe Fund may aril securities ihoit. SriBng securities ihon runs the rift of >0^ 1 ^ 
an aoxnmt greater tban the irnouni invested, since dwre is no limit on bon’ much the prke of • 
security may igiprecisle before the abort poritkai Is closed out. 

B. FottttfialCoalUetsttfltiierect 

The Investment Mstiagar is required to devote reft time aa tn^ reasonably be required to forther 
the ^iIqcsi effrin ad Ktivlti« of the IHnd. Ibe Invntm^ Manager may act aa tovectmeat 
adv^, t^K^rotgraecslpattm fwodts ctufomera, acodimta nod pooled irwwtineidvehi^ 
sad auy ghreadvica* md tfte action, with respect to ai^ offooM coatomets, aoooomi ad poolad 
invesQoBDt veUclei which toay difier from tbe advfce ^vm. or die riming or nature of acrion 
ta^t ^hrptpea tp,tbe Pogd.. dpa. Ua li^ttd nq]j>ly cda aecuriT; tbs I&v«st^^ 
Managw- wlil use itsbett eilbm toalfo^ (vretia iavaatiM oppOrtcoTUeska mataue deem^ 
equltiSS. Iw tHe Kresunent'KCal^cgBr a«tcrB,'aaa'firintni n5 rtapoatmat^'TSF, agriin^ 
amrag all •ocowks sad customers. The hveattaeat Manager, iu atfillaies ai^ offioere, diieofon 

iavwtmaois or cause or advise other eostomeis to eagai* bn tranaarrioas or 
ro sy differ froQi or be identical to the ttiBSacdoiii or investmcBan ewaa od to by the hvastnut 
Manager tea eta Fttad'a acootat. Tbs lavestment Manager ftaU aidt biv« «y obt^eqs;to 
engage la any nmaerieii or lavt st new for tbs Paod'a aisoVBt ex to hosioc^ 

to die Pond vriiift ai^ of the I&veatmsei Maoi^. i» ifBlUies or aay ^ tbs ofSg^ dbectors 
orei mplnyre ii of Ifaii Invurimont M a na ger M i t s a ffil la ts a ma y e ng a ge in for t he i f ^ aaiwiwty 
CT Otf ' aoBBuat Of auyoaw a umiast ejujp r m ud^ byappHu i lite tew. To i te 
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by law^ fbe luveftam Maoism adii be perm&ed tobuodi vr aggregate ordert 
for Che Pmi't aeeouni widi oidm for otb«r tcooums. 


7 UViZm-XTCtUV xm\ T4 T conotfrations 

A. Cortfin Regahrtory liaSbu* 

UnlTeJ fi(*4«s SsAorltiM JUtt af tMS 

The ofto- «id ule of tbo a»rM «d)l sot be n|d**eted mSet the SecurlUee Act ia rt^lmoe opoo 
thee«ofdoa&omrcsistzs4oo{)fovidedb;!U|i»laak»9pt«^ Accojaojpy, 

Sbans may acx te oSsni oi tcdd ta tha Uabcd SuAct or to« «: for tbe iteeooai or beneAt of» 
P.S. Pentcaa Qtt defined m Regule tioa^ Eacb psniiMarwfflbei^ifaliedioxeprat^ tQlp^ 
cnvidracy jnfiS pScvarai nfmaowj^ ibii ft ii ac^dring ita Sbarea in die I^nd for 
iax’ettaiaat putpoaei coJy vd not • viev to rmle or diatrfoBtioa. 

B. Certain Vaked Stetea Txx CenMentkma 

Hw foUowingli t cmnmaay of oerudA rtofortal Inconva tai^ cosuldwiMiioiii r^evaot to a noi- 

U.5. love^ la coaoecdoa vldi foe purfoaae aad ow&enJtjp of Shares is dv» Puad. Hila 
diaouuDM ii baaed ea prorisiefii of the U^. hrtend Reweoue Code of 1986. as ameaKicd (foe 
"Code*), on the r^nlatloa promulgated tbereonder and oo published adndnlttiitlTe niiagi and 
}udiclj] decdtloBs, as as cd foe date hereof. No attnronce caa be ghm that ftnme l^lsIatioB.- 
admiplatratfrereliagaer coart det^lomyfll not mofo:^ foe cortdwfopswafbifo In fldattagnary. 
Tbit d\»axtAa» U aeeeciar^ geoenl. aod foe aecu^ lax lod (isaadid eoauequaaion of foe 
panhaee and owoenfolp of latoeata hi foe Fund will vary depending npon the Inmteit^s 
dreumaMBoea. TbB diacunSon doea vfA coaitibite tn advice, and ic oot iiUeikded to sohadlvte 
fortaxpfaatniiig. Ihirfoer, foil dlacoaetogo doea sot taka totoeroeont the particular ciioasietaDcee 
of taA fntpocAvt investor or to bsveston that ate fatdMdaalt or 'ctoadyfoedd* cniporatfou. 
In view foe ttonbcf of Offmait jotlafoctkttt wtaeie iicift^.S. laws vay q?ply to faimmo In 
(be Fond, foe ditcutrian biibw dooa aen addieu foeee tax conacgocnoes to potential invaiton of 
the purchase, envnerahip and djBpoeitkm of Sbaiet. but ii liodtod loUy to U.S, fedend tn 
conaaipicaoei. 


PRQSFSCnVE INVESTORS ARE URGED TO CONSUtT THEIR OWN TAX ADVISORS 
W llEnBRMININa tBB POSSIBLE TAX. EXCHANOB CONTROL- OR OlHBft 
CONSEQUENCES TO THEM UNDER THE LAWS OF THB nnuSDlCWONS OP WincM 
TKEV ARE CTE^S. StSSOlBNT^ OR DOMICIUARIBS AND IN WHICH THEY 
conduct busing, of the PURCRA 5B AND OWNERSHIP OP SHARES IN THE 
FUND. 


T^axatbm of Pbradgn Feesan Not Engaged in U.S. Trade er BbafaMO 

The Fond gwwJS; io ocadoct fta affifat luA that no iaconm real fated by h wia be 
effocforely oMuect^ «hh& aemSttOofit U,S. traded beabeea to U.S. immeWF^ispoiiii 
q rofoen riec subj ect tofetilg U.S. fodoaQlayineittatlw iCTta uetba aii. ft 
SEaaefaoldete vihb ate bm cvm^ aot^ to i^u&r Ui^yfodaral 
wni not beeonw aubjeet to ngular federal faioeiDe tautloo aolelf by mwn of invmtiaBetiBtbe 
Paod, 
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AAMKnu)g.Si.g.fi9ri.ii {K:$.BDeij;«diB t.U.S. VMie Aiho^Dm. .U.S~Joaice divideads noeived 
byiivili |;ettrtdlyb6itA^tdft30%U.S.«rttlibddis|:tRK. U-S. inU»^tn»oeiyed ^ 

hi«»«a. Portfolio Imemt ^ geaertUy defined (widt oemis exo^tloai. lacdudfos one for 
c<»£iiyEei» S <10' piild 6 Sk^ fiii%iS6iu geawii^ 

tobetoMoob' topencm ins not Slant Prvw, w (b) ^eiett i»aid oq rcfiittced 
diilig^iam widi ra^eot to tfo jpenra te uiberwiM nKidiitBd to isg bn 

received i i^tWBaBt dufttin beo^el own of theoWigadtoB Ji oota Uoitod Staiee ^Nraoo; fo 
bofb cnet H^ik mpus. to delM dbiijctfoiM iuoed allet tl, 1$84 by » UiUied Stidn Pertoa 
ordnlMtod&ilu^Mrtnnttat. Ibeexea^oafrnivdtiibt^ilififofpoRfolfoiiUt^ 
to certain rslited pK^ owaenStip lulot and other lUidaricatf. Hk Pnnd or cot kt^ 
fo. obl^asiont wfal^ wUi Ratify for the portfolio debt exct^Mi. 

Ingrid', wiaiKsoi ivk ft WsrinSs n buiinett, 

eubjki to soy U.5. tK wiOi rMpeet to lidQi (other than orighud taBce Recount In the tom ^ a 
debt Hcority^ foom foe etlic of etock <Mt Hcuritice held SvT iavetimeot. la addUfon, « tma* 
U.S> Sto^K^dor who is ool eociiied ia a V.S. trade or httrioGat wUI BMiseaattiy be itfoilect fo 
ai7,V-l>t4s.'idl^]rWfii(fo.|ad»i^the.^0Tmk»qAhncdtb»Shuea. Howms,very 
gotenily, a foreign pcntm prMent tafoa lUied $tatea for 383 w oore d^« ia the taxaffafo >«ar 
of foe tale would be taxed ij foe United Sam on any (wfo pdn if ettha (lO asch intUvUnid'a 
tax tone for U.S. fcdoral (noome lax p utp oaee b la the Ucltod States, or <b> the gala S$ 
mtribiiudrfe to an oflioe or oftier fixed plan of boalaeM ipatetaluftd in the United StMn by aoifo 

kdMfoud. foadditkKitoU.S.taxofi«ueh|idB»afoieigaix]dividaalwhoUfnthe>titaiof^&er 

(a) or (b) above have Ida ttoek dauil^ aa an invednent in a pasiive fordgn favraoceat 
comptay and oot oi^ be auh^eet to U.S. taxon foe di^Mcitioot^ foe etod:, but betut^eot 
to en faiteiatf charge on that kn. Moreover, If the Fwid wen to eckpitn itoch la a United 
retd property boUxni co t po CT fo a md etfoer G) nuh stock b not jegidtoly traded on an estabibhed 
cecurittoinartat wifoinfoeaMTiingoffoeC^deor (Ii)ttoPuodowM«aore foaaSK foy v^ue) 
of luch stock, foea gala oo foe Mb of aadi ato^ would be treated m iacoiBie rtfectivdiy 
couMcted with foe conduct of • U.S. trade 9t boahaen and woald be tob^ to r^tdar U,8, 
federal iaeom tax. X Uated Stm real pr^ecty holding eon^aay b generally a corpw a U oa 
50% omoreoftbeasaatiofvrhfciicoiubt ^United States real property (which iododM fidnenl 

Other ipecbl rube suy apply lathe cate of aoa>U.S. Invaatora (i) tvbo m pnaent in foe United 
Sutce for IBS days or mere, <S) that have an offbe or fixed ^aee of bgatneai b the United States 
or ^i) foit an former ddsns of foe United Ststae. cootrolled for^pi oorponotosu as to the 
Utdted States, foreign inratanoe con^anbi that hold foarea b foe Pood Ic connecdoa with foelr 
U.S. bualseu. foreign pertonal boldlag comptftbi and coiportUotta which aeenmubte eaadaga 
to avoid U.S federal incomiEax. Such persons are urged to consult tbdrU. 5. tax advbMtbepxe 
investing la tlM Puod« 

Ttko ibiegting gownl deacrlpfioo of foa U.S. tax aapaoa of fob investnmu atwiBoi foatibeftiiid 
frill net be deemed lobe engaged la foe ooadoct of n irada or butiseN bihe U.S, as a leaubof 
lba^.YlUaiotfooac(hi^.«fJhBlBveaQMtt.MiMgar. ThedevrafoiafiatofwhilfoertboBifod 
b eagag^ b foe ooaduot of t trade «r boiioeii to ^ U4. b esten iitUy a quetttea tt Apt 
dipwOCT Iniely oa'Se'ail^'^ 'taD separab iSotm. The Fund take aU reaeouW 
measwes to coo^ with dmiefoctonae foal foe Fund wlUnOi be deemed to be tajgagedb the 
oondnadfatrado hUhft U^AJQfiia_GasLbai».aMunoM,.bowevtt foal foe 

Roveoue Service wUl not ohaJleage foat dsMsabadoo. 

Cr CaynuiB Bbnib Tmotfoo 

That b. tf pieeeat, no direet lautbc b the CiQViaii bbads and imerest, dl^deab i^.gidpa- 
TSPSIErniSiannSomrsairnSSoQi^BMSr'Thel’QnSTn^SeSTriElg^^MgSlD^ii^ 
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iu»d^ Jw fipslM for u^eiq^ joolA^^ i^ux c«:Hfieiiie 

tbe Oo^MR^^-CoiBi^ of the Guinea t£i^. for i p«^ of 

'^sstt, ir ouetHt {n^'Ci^aai'^Bdi -teforiafio^r^ or tetjr to-te-leTtod^ 

ioaxat or on ciqplttf uteu. fJidnt or tpprecittUm or •lo' uoc bi &te nuutv of emte, testy at 
ixslttrUft»»»'tn to MV prci^eny eoa^nbfid k, or bKMmw trishBg 6»t>&a6 

or to dH) Siutrebold^ in xetpeet of ^ nek pn^utf or Ineome. 

D. CMmt Ibx^Mt 

laoomo Bad finott iBTfltttaeau keU 6e Puxui ]&^ bo ttl]}<et to wiQih<dJlng tiXM Qt <^)» 
tBr« bjuril^kaloni od«r Utitted SuHbb. 40 tbo jXMfUS^ of tedtuiioa noaer 

a^Udi^tuoMatea. b«ddbb&,iteI^nltb«U*Kto«-^' at^pt^aertoCbeMaanirawd 
^ to ftw farortm eift Mbww W tiw Prod t o ib> waont bat wdi p ayiaaat- ii ^ 
wit&)]dia| tt»ti or otfaer uauc k jatiidkticiM other Ae Uidled *o diM Ihe 

received 66 lsve«i 2 QeitfMaxiBger*terBwhwidifaoidii^ or oaertuiOKt of ffijp&dend IshMDO 

t$x lNm«ru;b 0 OBDM of tetiga tix eMditi cvalUtda to (bo IHud inuMgor «dth reiiMeK dttreb), 4 
equal to the amouol of the p^xaaa bad ae luck witthoWng or o6er lax tN»m ia|>oced. 


8. THE OFEEIONG AND OTHER MATTERS 

I^Tate naceauBt 

Tito Fund j> auldog a pfivne offerlog of Sbaies to qualified non U.5. inveaton. 'Hte Fujxi reiervee 6a 
liglit is iu aoie (UacrMlofi to re^ or withdraw the offieriog. The i p l njtmm taltlal iitoccr^^k^ 4 
$2 mnUoc, which nay be widved « 6e PuBd^i diaerotkin. 

SaA Inveuor will be reqidnd v> enter into a SubccrlpdoB Aftecoieid coveefa^ lu tavesouss In the Pnod. 
ib the Subte^on Aveeaent. Uie laveMr wtU cute certain cttUMaary t^macoMtiona and wami^ 
is ccmnecdoQ with (he private offertnf of Jatereni to the Paod and certato other nudtm. 

Offeriag Price 

When Glares are mbeorlbed for dorii^: the eoone of a (toeal year ('latarim PuMhaaet*) or at the 
begiiBuiig of toe fiaeal year when tbm ia a toea casyover, ceiti&a ad^ntOMnu io toe uackount of sx«ay 
. paU for toe pwtbaia oC StaM «» Beoeeaary. Thk to doaa lo that <0 toe PetPnmaaoe ?vt paid to toe 
inveatzaeoi Maaifer ia chiried taly to tooae Sbatei whidt have a^treotoied In vtdue fi<vw> their 
aequtoitiba, (ii) iff dnitdiofifm will toive toe mae iuduat Quit to riSt ita (iH) an Ihma wO VSn 
(he game set niaet vatoe. 

’nMauBtoeroftoMnHtobepureheeedwiUhebaiedoatoeoOMiBSprieeiiBriharaCtoB "Offering PrJae*^ 
«9 defioed btoow. The Oflethig Price fox oach ahire U taicelMed In toe Mhperii^ mamer: 

<1} For ahansa pttichaaed A toe to^imlng of toe flaed year ("Year Begbuto^*!, toe 
Pxi&e ia toe Year Beibnlog net aieto vnhie ("Begbalag Vtoue”) ^ua a DepmJatloa Deposit equal 
nr TSW pftothtttgxairof'ai i y I wruxij r e r ei p e r ahiw* aMW B eghadagr -1h» 

!>(poait la htvected and paid out ws deecribed ia 2 (ii) bedov. 


ca ayovef per to»i« s toe bi^Ehaiog of any year ahell be toe ioca carryover per iham A toe . ■ . 
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(2) For Iweiiin Rb<4»k»: 

'9fkaiibt-net tsiw^yaltte pw ihg tit-teirfep’fteiPB 
fy;^ thtt Um» cnryover pec than it Yiar Br^noins, die Offering Priae fat tbe tmtiH 
d)efafilli^witai>)rib««'indiher'a>^^ Tbs Z>etn«^iatioB &apotb 

ii of.dep ^sapm tr ^ iBtp.of a).tDd(U) ilbOYS sxcssds ihsaet issh 
l)«rd^ia<&<Ii&brptfi«faats. ll»P<^v«^ocS>(V0«falis8gn^aMdKu$tqan*riiy 
lavecbed fat UJS. Tteicucy bfltt ca otber fal^b quiliiy i^it tenn Mcuritfas <«■ 
amiAekie»t>filapoifa«sdieaMkttlek-wlifa4«FiB^> It mai^* incemte dreuBamiM^ 

bewciatsdtotIwafaBwholdwMthetfaPsofTedecyiepofchBihirei. UUbi^ttMlB 

die Offofa^ to petmfa ibfr ifaam puRfamd on di» dico ^ purduie w be iftaiSM} 
thsPftf fo rq u i ioe Pae wMiwapeeHoiniPcresee ianet <s«« Vllueiadigitbregpect toiay 

ysKC <or st say tfane dotkg tfaft fieeil year vfaen of t «ra 

tedMfflod). the lotiei whkh give rise to the Dq^redaoioD Oe^tosfa sie neaped dwt» to 
due extent Qist (belotta siddi gave tUe to rit or e portkm (be Deptedsditt Oepodt 
wK xeeouped, (be OeptecUtfeo D^iodt vHI be pdd to fte Invcetaieifa Mifa^ger sa spin 
of poiUoit <X the ^ ^ 

loveitnMfa Maosgtf be » £e 2ua«3idKI«r wSa'S'BeciEDMao ISiv 

tOMCOB^^isfadisobjecthraidMcribsd^ovftoti^woTedaBQjifaiioeu !^roi^p^ift6Cd»e&d 
of eiidi flecd year ie obUh s Depieefauko Dspoatt is Md, the iateraat (we of 
kioosio tadtM pvaUe tbenon) esrasd dxnon wtU he psM to die abnt&ddec who Bade 
sudh OopredttiOB Depoib. 

(b> Whee ibe nee usee n!e« par thtra it more then dso grsaer of 0) Begfau^ 
Viha or 0t> da nun td Begfamfaig Vtha end dw Vom canyom per dm it Yeac 
Be^nning, the Offerfaig Prise it the tum of Os rat enat vehie per tham tod the 
*EquJdiaetioD FsceW it tkfiiwd bciow. theBtpaSlxirionFfeetot itenunManeAIchlhe 
thiiet oetftuidiflg ri&oe Ycer Begtenbg diofaU bi darged 0.e. 20% of (he hanase fat 
net etiet vaha tfaae Yeu Bej^radogfat exeeat cit the geeatet of (0 sod 0!) tlBoye, istd 
which ihs dierei fubicdbed fto at da dite of the falaria Pattbise C”luoiim Ptuchida 
l>ate*) thouid not be dazged. To da cxteai that tbs iacteaas(nv»lue of kahuna Bat 
caae the psysatt of the BcpaiUitHn Peeior U not lod io (he cwxaot. yetr^ ah ore 
ponfan of da sqoslixiiion Paetor, sstributaihls to toch faictoeee beconatj^^ todw 
tbaireboIderetibeatMlof^euntstyeac. Totbeexteottluittiaincrsaaa lavihieofthe 
ahazes ihsi oute tbs payaeoit of the Bqualizaricn PSctor fai lott In the yeas the ibmt MS 
purchiaod, bat la xteoveisd to • icbaeq a ea t yeir, the S({U«lizi(k>n F«^ mtzfboatMe to 
audi reoovcdy will beoMw pey iM a to the daitholder It die md of the year fat sAJeh toe 
recovery oenua. Upwtntknpdo&byedaBiholdearofbiiahifw, UaiwaeesHtaatbf 

the Bqoahxakm Factor will be pa^ to bfan la If the die of rodemptiaa we«> fra l*»f i(ay 

ottbeflacni^stoJtovAdfihOtoJganinnxloffQA All at e poitiQBirf my fi prihatthw 
vi^idi b doe to i lhanScildw rat AidMttilhg hk thsM wlU Wnied'to 
eddUtooei Shim on bdudf of tueh riaMboldar » ^ the ilnt diy of the wsu roooewSag 
fttcaSyear. 

The following taddea have been provided to illoMrito da xunoer towbk^toe edlitttiBAOttdpertie. 

Tehlo I Oluitietet da menacr in whkti the edjuttnsnlt detcrihs d fbovs opecew wfah mpeet to tiuoet 
tabiottb ed few « the benianing of ead dotloi e hypoflatfcel fiteti year whe w flam ia no loot oi^yof^ 
St fbe be^udni of the ytix. fihto U ilbumtw toslntitott a wuoh too (CQubb^ 

toihitca s^oribed for, prior to. e t the beg imlAg sad during « l^*podto^.(!Ktd 
ysKt vdare tl^ b « ton estover ^ iEbs k de'e^orttaflbtyeir.. 

ShsrdMddec B In TaUfi I, poidatlDg ebme on m (ateria Pstchaw Due wfaea ibe au easet viha hu 
■deewsasd-s inffn Vw Iteg iMilaff. payi sb nflhrittg p rice of jgd per lhae fwhIA iadu dai e De^yeid^oo 
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Dspci«ttpr.jMt wc^ accrw lohb fihKef H«)ildbe $4 loore than the 

l^rfbtnmsc Fse wMn^ wotiid aocxee for ^«re« A at 

SluMbfrldw C is T(Mi> 1, p ww h g t laa t’bBrfr nt «b Istwrkci Perdu** £Ha* •'^luai tk* ft*! kum bsa 

incnwMd atoce litu Biti^ftmhy ^ay« m Odtertog Price of S18& p« liaee. UtaE^Mdijai^oaBiK^H 
muntod e him lU Ymt Sndiofhef^ofsddhioutthcrtt liinoottwPerfimaioDeFeetiuitvooldaKsnia 
l)U ^atts 'iN^d be $4 \»Mi iban die P w’fanaaBPB Fm Ow woold icenie in the xhim p»rcfriwd ^ 
Si^e&oideir A. 

ShareholdM' B is TaUe U, pacbuioi ^tcnn n the bMltndag of Year 2 tka obi ueet ’^Joe iui 
decTBaBMt fiaee dM betiati^ of Vmt 1» pt)r« as offeiidl i^e* $84 pa i^mto (itdddi icwliite a 
D(^MedadaDD«pMli<^$ 4 «inaa«Pwfama^ Pao^cfewt!addtociaeiohi«^MaaegaitMiy^F 4 iBi»nt 
tlH» fee ^rfca taMiee i^ wlb^ wo oM aBc cue f tt Aaia potdtated by S tai ttoidM Aa Yeiflc 1. 71a 
l><^prac4^ixm~S«^it ^‘^Id to tfic fevettoctd Maed^ M tkaead'^^^a aueT valaa fcr 

S^st^xAdat B'i Aartss ba* iocmied ^ oore thaa tbe \m canysver. 

Sluteholder C ia TdM* H, purcbaciat ilMrN on m lotetBa Futtban! -Dida duriDt Year 2 vAeo dM nttf 
eaiet baafootawdi cjen the begtnnlflg of Yeat I, payi aa Ofle^ Price $110 pat abate (ed^ 
Ml S^isaai Fa^w oTSi gga'lSi S5gg & fisai giBgga asasaM^a^ a ffff -^ijjag 
he$2ieaf AaadMaaouiiloffUBdiatriikoffibaRboiierA. *nie TV|niVitati{» Factor ^ nt anutA f«s ki ff . 
la tbe ft»ia of addbkNui aharce «t tbeMdofYeariiiacediePwiPnBaoc* Feewbicb would aecrue to 
bis tbarei woold be S3 kss than die Perforamce Fee wbkh Mcnia to Shanbdtter A. 

Txaut 


1 IMMltt 

isr 

m 

mnat 

BtacM 

Hr 

SfiMr 

Bonm 


sr 

BS3 

m 

* 

r 


. ■ 1 ig 

■,....-,fc 



■■ ■, .1 jfc 




1 

P' 

- - »- 



_i=. 

1C. 

. ii.j. 

— — i,.i, 

■ . 1 g 


c 

igi 

u. 

* 

., .1. 


mz. 


.1 

- .,t 













r~ 


« -MitM CirnMHO**!. 


02 ~BEP -1996 22!26 


P.B 29 


CONFIDENTIAL 

PSI00n72S6 




4157 




PHtt€ ND. i 


Sep. 02 1996 04:34Ftl FyS 


'SSlI 



gg| 


m 

a'.H'jna 

ra 

R-’ ii=s 


17^ 

.Fiji 


■■HHI 

■■■■ 

■HHH 

■HHHi 

■HH 

■HHH 

■HHH 

HHHHi 

HHHHH 

HHHHHI 

:BBi 


■I 

HM 

HH 

■i 

HPil 

m 

■H 

HHI 

BPB- 

'HBHSB 

SSBHBi 

RHHi 

■HHK 

HHHB 

■HBS 

■HHH 

■HRS 

JSHHHB 

HHHHI 



HHHi 

■■Hi 

■HHH 

■HHH 

■HH 

■HHHi 

HHHH 

HHHRHR 

HHHHHR 

hhhhr' 

MBM 

SI 

BH 

HHi 

HM 

HR 

HH 

HM 

HHI 

HHi 

HM 

{nHBHH 


■HH 

■■HHi 

■HHH 

HHH 

hhUhi 

HHHH 

HHHHi 

HHHH 

HHHH 


■MHIB 

■HH 

■HHH 

■■HHH 

■HH 

HHHHi 

HHH 

HHHHH 

HHHHHi 

■HHi' 

■ 

9 

■ 

H 

sum 

H 

H 

■ 

'H 

HI 

H' 

'MHBRM 

SiHHBi 

■■HR 

HRHHI 

HHIHB 

HHH 

HHHHH 

■■HR 

HHHH 

HHRRH 

■■HHH' 

WUtM 


_|l|i 

■Hi 

HHI 

Hi 

HH 

HK 

■Hi 

■Hi 

HH] 


-■ 2>walt. 


And Unkndoci «n Invcttnaot Maukm-'a UnblKty 

To dia funest exte«t pendteed b/ lav, i&e bveacBuet Manatee and to cfflltazec, aad r^tpaedva 
partsen, offican, dlrectora, onq^loyeH. ihaitboUm aod a(ttU, In eadb oaaa cnluir dum lo a oiMd? tt 
a tSiaiaboldcf. will be itHkoioiflad bf tfaeBod afatos all UaiUlhiM, onata and K^peiue* (isclod&ti 
expeotea) arlslitg can of <ar la «»B«eHon with fhe buainctt of dte Fhand mr the pofmaafioe 1^ fee 
iodemcitee of aiq’ of fee imetupent Manacar’s re^toeolbilUn, *o Jo»| m wdi penoa acted ba {[ooil 
aod l&a loacuicr fee Indcadtee teaaeoiddy beUowd io be la or not opposed io fee beet toloaiai of fee 
Fuad ftod cocb indeamhae'e condmt did not cooittoxe vSDftl tnUcondwa. pots tw^gence, a vibUtion 
of fedeial or stato «tc«ldee laws or criafexal wratgdofeg. 

To fee foliest extent penaiited by Uw, aooeof tbe&tveatment Manafo, ha afSIiatea or dteir mpeodn 
partAon, offleen, dlrectofi, cuptoyeea, ahareheldert nd afeatt win bp liable to any Sbmboliec of to 
fee Fund fee tqy lOMe* ^ lo any act or oeslRios taken or luffeiod-by fee InyeftneiK Maaaier in 
conoecdoa with fee ooaduec of fee baaloeai of fee fmd fetf la de tewnto od by fee tovestmeott kboufR in 
good faith to be in (» not ospoeed to fee boil iatereata of fee IHttfe tnlwe lefe act or ondnina leenlted 
bxNn wUlbd mlacoadiux oir groH ne^igenoe. a vMtthm of federal or aliae aeouritlei lawt or olinlnal 
wrongdoing, Bnd«ufepmMuwUJaUonotbeAabieio«ior9tanhoUcr (pc to feo Fund foe key loasee dee 
to act or oaUnkni tabntoc cuffeted k^ ac^ ofeer pattoet oc for fee adatefcoa. _ di f bftn eety 

or bad faith of any btokef or other aceot of fee Fund aekoted by fee inveatmeot Mioiger wife 
care. 


Fbnd Capital 


Tbe Kifeofked ofdti] of die Puad oooalcti of 5^,000 Ordinny Sttm hatfeig a par vahM $.02 
(U.S,) per ibare conriaintof $.$00,000 ihare* and S.SOO.OOO Dci»vcfiiig.feca«. .£«di 
eqaa>dtvldeod.feitcfiaafe»i,«ndU 9 ttidadenrlgbu. Tbe Piad dew nto' ioiticlpatA tay fe^ddotdi 

on its Oefeaary Shares. 


Subject to fee csccpdonc aet forfe below, ail de ci slocn of fee abardiotdtn wiU be made by fee holiltiri 

ofan^^orhy.ofouMtjtodiitf-iWiB f . ator BaiepiaMBttadataHMwrtngi p w iftiadihaiA<|UQM<qafi|^ 

-of ODO-feird of fee outataptttS VDtiQd lhaito ia pxwant. Wotwifeitaodiai fee foteftfe>y,yty 
'^yUbi^ or laau^inDSBt eoearaet eumd felo by feepasd (e.g.. fee AdvSinf Agieeoeatbetoeefi QfeFkfed 
tai Isvndroeet Maaagec) ttay ootbe tendneted by fee Puad ualaw mdh tenniwniftn la if^uov^^-a 
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tl)i.Ugce«mBai. itutRer nfentd to bcrdo zaiy «Iw> bo odoptod iy moluOdii in wtiO&s-af-oll tits 

TIicac uii iH pifa«ifupttv4 tljjtot ift c<irift&r*'3teiv wbb iigy OtdiUtt^ 3ur6i «if 

^•9-^. -n.-~.vn, u,— . 1 , ...W -...« 

Ilw FHtfd's Ordituay Sb«es bsintaciBcuimHativo vorios^Iibt*. which tiwwit'^ Ibobe^him of oKiiS dum 
of (he thuet ibeelecdonoCOliouonctadsa dl of (ho Pttecwcs If they ehooae todo' 

CO;, 'KOd Is nf rvtnalntMg ih«*** ii y r»' ti « ftil T»g Wt Am ^tC f%t Afi vnfimjj 

Sac untdt elecUon U DitecUMrc wtQ not b* sbU to d«et toy penton «i k IMrector. 

A iftarsholdet may tdeet to teodve t certifiaus Tt^ownUfiS (he Pood’s fHdisuy Shsxss. 


XUdemptSooB 

Aim 'teldet of has ^ right, in wpotAmvcs with and sidi^ lo the applicabls psovltieoa of tbs 
AaSicies of Afisocdatlon of the Find ad the laws of the Ciiymtf irii&da. lohive aU or aponio&^hit 
BhasBstedettoesdttBite Iasi dty of each SQZ^. Shares wOl be lo de woed aitiieatiMitaaaetyaoeaiofais 
close of hoiioesi on neb. ttdoyidoa dam (at detendosd la aocordaace with the jqpplioahle tsden^prien 
pr^l^QusttfKthhiaieActiclsaof Aai^ii^. Iheredec^ito price licoiasu^a^de^^^gl 
tKi.jiocraBd F&sa Fee oS'l'w^iiia&oe'I'fle'pi^^ to Sw r uw itot ai t hiuiiigeir tOtibuti^ to di^Cham 

re^ieinad. TteabarehokhrtaDBfeqneat rah l e d a uyrtea at tout ddHy days prior !o (be redwBpdtm d ew, 
Ai ditcnthm of the Pnod sikd dts tavesoasot hfmaser, leden^ttioDc mi^ be pemhtsd on MtdlHp utf d 
dasss. 


Attnsdea^xioa. dutreb^den wRi he paid <1) die act asset valae ottbeaharee radie detoofreder^os, 
(2)'bli or a poidoo of die Depiedatioo &^osli to the rtteal (t U set paid to the la^ntatzaeot Maaagor ai 
an isjccadve Pee aad (3) all or a poctios of the B^usUsadoit Factor to die extent dad die Inciease In vihe ' 
of £ac shares that cattaed iheii^inwid of die HQulizitioa factor has not been lost orhu bm been paid 
preeioualy to the lodeanitng ahvdiedder, all at mors ftdly let forth aibove. 

la additkin, die Fund ahali be eotitled to require die rcdesqiUeii of aO or any pan • aharebol{kf*t 
ShaM*» noth or without csuie at ay time. VtfwaA ahali be aaede la ecoordanoe whh prooedote 
qipKccbie to shares wUdi are ledeeaied at die request of the bolder. 

Ihc Board of Dlreoton may suspend the dghi of the holdm of Shaiea to reqidre die Fund to tedeoiB 
shtuna daring my period wtien: 

0) any noct exchaige on wtiidi e luhstiatial part of theaecurttiai owned by the Piiwi yn fcpdH 
If closed, otherwiae tba fot onUoaiy boUdays, or dealtega thereon are restricted or nupeaded; 

CO there exists aoy state of afWn wbirii xButltatce a state of emergonoy as a reesU of wldoh (2) 
dliif^ of s w bw am l ttBt^qfdis \w»i9Saeet^.<d tbs Fund woold not be reaaoaably pranla^ 
Kid might seriouily pre^odto die dianboldaa of the Fnad or (2) It is 1M( reasohal^ l^iibficiSIs 
for (He Fuad frirly to detenuiao the vihie of hs om aaaets; 

(dilao&t of tbs reqttcsta for Tedeir(iitioa wbkb have been loads rniqr be lawRAly tatUfiod 1^ the' 
' Fund ia U.S. ddOafs; or 


(Iv) thflie Is a heetfedowa lathe meat of comraaileariofl AonnaUy employed la detonaiidng d» 
prices of a sahttsailal part of ibt tovtotroats of the Rand. . 

In pagaw^ tlQp'ff^ tbedewmir^atosi of ^ na y» e< vtios cf sh ares, the Bwd of Kmaoa may eoaadh ; 
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ASSIGNMENT OF PARTNERSmP INTEREST 

THIS ASSIGNMENT OF PARTNERSHIP INTEREST ("Assignment"), is made 
betweai TALLULAH, LTD. ("Assignor") and SAM WYLY ("Assignee"). 

SE£IIAL& 

A. MAVERICK CAPITAL, LTD. (the "Partnersh^)") was formed as a Texas limited 
partnership, under the name Dallas Asset Management, Ltd., pursuant to a Partnctship 
Agreement dated May 13, 1993, as subsequently amended (the "Partnership Agreement”). 

B. Assignor desires to assign to Assignee all of Assignor's right, title and interest in the 
Partnership as a distribution to Assignee in his ctqiacity as a Partner in assignor. 

A£E£EMEIiT 

L 

Transfer of Interest 

Section 1.1. Transfer . Assignor, for and in consideration of the receipt of Ten and 
no/lOO Dollars ($1 0.00), and other good and valuable consideration, the receipt of which is 
hereby acknowledged, has assigned, transferred and conveyed, and does hereby irrevocably 
assign, transfer, and convey, to Assignee all of Assignor's right, title and interest as a partner in 
the Partnership subject to the terms and provisions of the Partnership Agreement and the terms 
and conditions contained below. 

3^911 1-2. Execution of Documents. Each of the parties to this Assignment hereby 
agrees to execute any and aU instruments, notices, releases, deeds, amended partnership 
agreements and certificates and other documents, and to do all such other acts, as may be 
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necessary to transfer or more folly assure to Assignee, its successors or assigns, all of the 
respective ri^ts and interests herein and hereby granted or intended to he granted. 

Section 1.3 . RatilBcation . By the execution and deliveiy of this Assignment, the 
Assignee hereby ratifies, approves, adopts, and agrees to be bound by the terms and provisions of 
the Partnership Agreraneait, as amended, as if it had been originally named thrasin in place of 
Assignor. If Assignee is subsequently admitted to the Partnership as a partner, the Assignee 
agrees to heep and perform all of die dufies and obligafions of a partner as set forth in the 
PartoKship Agreement 

a 

Miscellaneous 

Section 2.1 . Binding Nature . This Assignment shaU be binding upon and inure to the 
benefit of the parties hereto and their respective heirs, executors, administrators, assigns, and 
legal representatives. 

SfiSfetl 2-Z Effective Date. This Agreement is executed on the dates set opposite the 
signatures hereinbelow, but is effective as of June 30, 2000. 

ASSIGNOR : 

Dated; ~l j 2000 


Dated: ^ j 1^ 2000 

223917 

2 

CONFIDENTIAL 
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TALLULAH, LTD, 


By: 



Sam Wyly, GeneraTPartni 
ASSIGNEE : 


K 




SAM WYLY 
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MEESmJRSON (CAYMAN) UMTIEB 
P.O, Box 2003, Grand C^man Islands B,WjE 
Telephone (809) 94 97942, Telex (0293) 449S MPCAY CP 
Telefex(^) 94 98340 
FACSIMILE COVER SHEET 


DATS J February 20, 1S94 

* Mr. R. Buchanan 

Lome House Trust Limited 
Oil-44-€24-622-9S2 * 239017 

FROM { Michelle Braddock 

SUBJECT j MAVERICK FOITO LIMITED 

*****■***±****11 k ****** Hit It ************************************ 

V!e are transmitting 1 pages (including this cover sheet) if 
you do not receive all pages, please call as soon as 
possible . 

******** ********************** ************************ ******* 
mSSAQSi 

In connection with the Confidential Private Placement 
Memorandum of Maverick Fund Limited, agualization paid by 
East Baton Rouge as at December 31, 1993 was converted into 
shares at January 1, 1994 as follows: 

E^jualization paid at December 31, 1994: $389,680.01 
l^et asset value per share: $168.0781 

Number of shares issued: 2,318.4461 

These shares together with the original issue of 38,366.0379 
shares totals 40,684.4840 shares at January 1. 1994 held in 
the name of East'Baton Rouge. f 

Please do not hesitate to call if you have any questions. 


Regards , 



Permanent Subcommittee op Investigations 
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Attn: Shari Robert son/Mike French Esq March 28th, 1995. 
Maveri ck 

From; Barbara Rhodes 2 Page Fax 

Lome House Trust Limited. 


Thank you for your overnight fax. 

There follows a copy of our fax to Michelle Boucher at MeesPierson 
(Cayman) regarding the investment into the new Maverick Growth and 
Income Fund. 

Please let us know if you disagree. 


Best regards, 



Barbara Rhodes. 
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PHa-e NO. : 


Dec. 16 1996 e5:40Fn PI 


= Redacted by the Permanent 
Subcommittee on Investigations 


FACSIMILE COVER PAGE 


TO: 

FAX: 

DATE: 


Barbara Wad© 


OU-44. _ 
December 16t 


From: MicheUo Boucher 

Fax: 809-949-2519 

Tel; 809-9494)658 


We arc ttaitsiuiUmg pag^s). Please ct^tact the undersigned ^ there is a problem 

Vrtth the transmission. 


Dear Barbara, 


The prolectorale co 2 nminco recommends that Little Woody Limited and Roaring Fork 
Limited rcdcciit all of their holdings in Mavciick Income Fund LDC, and invest the 
proceeds divecUy into Maverick Fund Ltd. 


If the trustees agree to procjoed widi this recommendation, kindly arrange for the 
appropriate rodcmj'slion request end subscription documents to bs completed. 

Have a great Holiday Seasonl 


Kind icgtuds, 
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From: 

Michelle Boucher 

Sent: 

Friday, September 29, 2000 1:42 PM 

To: 

Kenneth! 

Cc: 

Shari Robertson; Irish Trust <iiishtst@i 

Subject: 

Pitkin Trust/Little Woody Limited 

Attach: 

attl.htm 


■-Redacted by (he Permanent 

-gabcommitlee on lnvesn>ari„„. 


; Mike French 


re: Investment in Maverick Fund 

It is expected that a recommendation will follow later this month for Little 
Woody Limited to acquire part of Moberly’s investment in Precept Fund as at 
November 1st, 2000. 

In order to provide liquidity for this purchase, it is recommended that 
$10Million be redeemed from Maverick Fund. If the Precept investment falls 
throught, this redemption request can be rescinded. Provided that the trustees 
agree to proceed with this recommendation, kindly give notice to Maverick Fund 
of the intended redemption within their 30 day notice requirement. 

If yon have any questions, please call. 

Michelle - attl.htm 


I Permanent Subcommittee on InvwtlgatioBs 

EXHIBIT #66 -FN 929 


IVIAV008181 





4165 


■- Redacted by the Pemsanent 

_Subcomm,,teeonTn„.,t,g,tj„„^ 



Michelte 

<mbou^i 


12/22/1999 01:15 PM 
Please respond lo 
tnbouchei^HHMHI 


To: Bvanw^y 
cc; Shari Robeitson/MaveHdc^ 
Subject: mBce options 


I've attached a spreadsheet that summarizes the options and one that 
summarizes the SW approximate cash balances. Yurta Faf, and the Bessie 
trust have virtually no cash at all - their exercise would cost 
511,250,000. 

Evan - you are aware of the liquidity in Dortmund, based on our Brazos 
discussion - approx 55 . BM is in Maverick, but less than S70K is accessible 
at Lehmans. Dortmund's exercise would cost $1,750,000 

As you recall, due to tight cash constraints we are liquidating MavericJ 
Fund shares at 1/1/00 to fund Greenmountain cash requirements. 

What is the tiiriing of wanting to exercise the MIKS options - can we try for 
additional redemption from Maverick. Bessie Trust {Yurta Faf) only holds 
collectibles and options so we would need to raise cash in one of the other 
companies and have them loan funds to Bessie to exercise the Michaels 
options. 

CW entitles - there are agencies available in Quayle, and since Stargate 
repaid the loan to Gorsemoor, there is cash in Tyler trust that could be 
transferred over to Soulieana to pay for the options. 


1 


-cash1299.xls 


- fnikeoptn.xls 
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= Redacted by the Permsment 
Subcommittee on Investigations 



"MicheHe BcHJ cter * 
<nt>oudieratfMi 


08/31/2001 11:36 AM 


To: <shuebnef@ 
cc; <khenningtoi 

<evan_wyiy( 

Subject; URGENT emaiTOT 



quick reply on this - thanks! 


Sam, 

Keeley and I need to touch base with you on a couple of things relating to 
the foreign trust system: 

1. Withdrawal from Maverick Fund offshore to raise cash for other 
investments . 

I received an email from Lee and Shari last night indicating that you 
thought the withdrawal of Maverick this month was going to be reinvested 
This is not the case. As per the cash flow information we discussed or 
August 3rd, the Trustees have requested a withdrawal of SOMiliion from the 
Scottish Annuity Policy. The withdrawal is being made in two stages - 
S20Miilion at September ist and SlOMillion at October 1st. The Scottish 
Annuity policy will redeem their Maverick investment to raise casl. The 
cash will then be withdrawn from the Scottish Annuity Policy and transferred 
back to the trust. The trust will use this cash for various other purposes, 
such as acquiring Beverly Drive, investing in Ranger, Greenmountain and 
funding commitments to Red River and Winston Thayer and funding construction 
at Two Mile Ranch. As you are aware the cash reserves in the trusts have 
been considerably diminished, raising this cash will also replenish the 
'working* cash balances for other unforeseen investments that may arise over 
the near term. 

FYI, there has been no action to sell Michaels Stores shares from the 
offshore trust yet. A decision on whether to liquidate some of these 
holdings has been deferred at this time, but will be revisited when cash 
needs arise again. 

2. Withdrawal from the Scottish Annuity Policy. 

As indicated above, a decision was made to withdraw the Maverick Func 
holdings that reside in the Scottish Annuity Policy and withdraw part of Che 
policy. As discussed with you, this was arrived at for the followinc 
reasons: 

- the Maverick investments held directly by the trusts (not in a Scottish 
Policy) are lower in dollar value and would easily be transferred as a block 
to Ranger when the need for additional Maverick holdings to keep Ranger's 
investment ratios in line is needed. 

- advice was obtained from Rodney Owens last year indicating that he didn’t 
feel the annuity gave the tru-st much additional tax advantage, and in the 
event that the trust was challenged having the annuity in place would be 
insignificant to the overall picture. 

- the annuity policy was originally acquired, in part, to provide seed 
capital to Scottish's book of business which was no longer necessary 

- cost of continuing to hold the annuity (although this is less of a concern 
now as fees were significantly reduced effective January 2001 to 10 basis 
points, which is approximately $50K per year at this time) 

The Trustees submitted the withdrawal request and initially Scottish Annuity 
agreed to the withdrawals. I had a couple of conversations with Scottish 
about this, but there was no real fuss made about it. However, this week, I 
received an email from Mike French which 1 found very offensive. Apparently 
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he had gone back to Rodney Owens to find out If he had been consulted on th< 
withdrawal. Rodney allegedly denied being consulted, despite the advice he 
had given us last year (as you may recall the trustees requested full 
withdrawals of the policies for December 31st, 2000, which were subsequently 
withdrawn when Scottish agreed to lower their fees). Mike then contacted 
the trustees and Indicated that he was aware that Rodney had not been 
consulted and that this decision was being made without proper legal advice 
and as far as he was concerned the withdrawal was a grave mistake I have 
attached Mike’s email to me, and to the trustees below. I have also 
included my response to Mike as an attachment to this emaiL 

I feel that it was wholly inappropriate for Mike to initiate discussion on 
these matters with Rodney Owens, without consent of the family or the 
trustees, and I find it disturbing that Rodney has denied being consulted on 
this matter. I don't know in what capacity Mike felt he was communicating 
with the trustees, as he is no longer a protector and I am personally 
insulted at his implications that we/I would undertake any activities 
without receiving appropriate advice and proper consultation with the family 
members and trustees. I did respond to Mike, and have attached my email to 
him. 

Now that I have finished ranting :-) in order to be certain that you 

are aware of the implications of surrendering the Scottish policy, I have 
outlined the Issues again for you below. Keeley , Shari and I discussed 
this yesterday, and contacted Rodney Owens, who confirmed that the following 
is an accurate description of the issues. Please also review Mike's 
discussion as per his email which follows mine. 

- The policy is owned by a 1992 trust, which is a Foreign Non-Grantor Trust. 
The trust income is currently not subject to US taxation, however, the trust 
converts to a taxable trust 2 yrs after your death. 

- The annuity is providing value if this status Is successfully challenged 
If the trust is successfully challenged, taxes, interest and penalties could 
be levied on income earned by the trust within the statute period, which we 
can assume is 6 yrs. 

- The annuity defers income, and assuming the annuity transaction is upheld, 
the annuity provides us with deferral of taxes, interest and penalties on 
Income equal to the value of the policy at it's ultimate surrender date. 

- This trust has over S300M in assets, S50M of which are in the annuity. It 
is only the S50M in the annuity that we have the potential to defer tax, 
interest and penalites on. Income earned on the balance of assets in the 
trust, during the statute period, would be subject to tax, interest and 
penalties if the trust were successfully challenged. 

- If we withdraw from the policy now, we ate eliminating the potential 
deferral of taxes, interest and penalties on further income earned by these 
assets. We are also running the risk that if the trust is successfully 
challenged within the next 6yrs, the withdrawal amount could be assessed tax 
at ordinary Income tax rates, interest and penalties. However, we do start 
the clock on running on the 6 yr statute for this lump sum being recognized 
as ordinary Income. Note that this lump sum will roil into Che overall 
assets of the trust which will earn future income that could be assessed if 
the trust were challenged down the road (as is the case with the existing 
trust assets that are not wrappecS . 

We need to withdraw money from Maverick to fund other activities However, 
we could avoid actually withdrawing value from the annuity by swapping in 
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- = p>^artedbv the Permanent 
Siihenimnittee on 1nvestiKatioiis_ 


Ranger investments to replace the cashed out MavericJ*. ie. the annuity 
redeems Maverick for cash, then the annuity uses the cash to buy Ranger 
inx'estments from other trust entities. The trust ends up with cash out of 
the annuity but the value in the annuity is maintained - the only change to 
the annuity is that it now holds Maverick, and Ranger rather than just 
Maverick . 

FYI, Shari Indicated that unless you want to cash in the annuity to more 
fully sever the relationship with Mike, she would recommend you keep the 
annuity in place. Keeley and I have mixed feelings on it. The annuity is a 
relatively small element of the total trust, and it has no value if the 
trust is never challenged. If the trust is challenged the value depends on 
the timing of the challenge and the value of the withdrawal now vs. the 
value at it's ultimate surrender date and the return earned on it during 
that period. Last year Rodney was happy with us making the withdrawal and 
indicated the cost didn't warrant any potential benefit the annuity gave us 
During our call yesterday, he was not as positive, but he did not tell us 
this was a bad idea, as is indicated in Mike's emails, Rodney was 
non-commital and felt like we understood the issues and once explained, this 
was a decision for the family to make. 

Please callel^er Keeley or I to discuss. I can be reached on 
or 345-HmPBfc)ver Che weekend and through Monday. I need to go bacj^t^^^ 
the trustees on this on no later than Tuesday morning. 

The following copies of emails are: 

- Mike's email to the trustees 

- Mike's email to me 

- my response to Mike. 

Thanks, 

Michelle 

ps. you looked great on Moneyline on Wednesday :) 


»> ^ _ 

>» Sent: 2 8 

>» Subject; An^^^^^^^Rnderj^ 

>» 

>» David 
>» 

»> I am forwarding an e-mail I sent to Michelle about the requested 
>>surrender 

>>> of a portion of the Bulldog annuity. My personal opinion is Chat this 
»is 

»> not a wise move. The potential tax risks do not appear to have been 
»fully 

>» explored with the principals involved. I know that R. Owens, the legal 
»> advisor was not consulted and believes that this Is not a good idea 
»> 


»> I think you should ensure that the appropriate principals are aware of 
>» this 

>» before the funds are withdrawn from the annuity. Once the genie is out 
>>of 

>>> the bottle, we can't put it back in. 

»> 


Mike French 
Forwarded 


by Mike French/Tartan on 08/28/2001 11:48 AM 
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SO-Sep-OI 


MAVERICK Hekl DIreeU) 

9r3CV2001 

Morehouse 

1^%!7.40S19 

Ridiland 

1.144.7D6.59 

Tensas 

2.362,466 62 

W. Carroll 

2,^,655.17 

E, Carroll 

1,137,825 89 

E Baton Rouge 

5,005,033.64 

Mobsriy 

3.M6, 532.13 


t 28,725,685^3 


MAV^i^iCK HeldThRMigh SCOTTISH 


socniooi 

Late Providence (SACP136<H5) 

$ 

52,486,379.18 
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Devotion 


71 6%,S30.00 633.638.29 

$ 8^,148.00 $ S,D«)^.02 


MAVERICK LEVERED FUND Held Direct)} 


East Carroll 

Katy 

Bubba 

Pops 

Flo Flo 

Orange 

Balch 


s/atvaaoi 

97B.&4&.42 

514.456.71 

514.456.71 

514.466.71 
514.45671 

514.456.71 

514.456.71 


$ 4.06S4B5.6B 
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From: 

Sent: 

To: 

Subject: 

Attach: 


= Redacted by the Permanent 
Subcommittee on Inv^ti8ations_ 



Monday, December 4, 2000 12:43 PM 
evan wyly 

lake providence/castle creek - Scottish annuity policy withdrawals 
attl ,htm 


The trustees have not had satisfactory response from Scottish with trying to 
give effect to this transaction. I understand that the doaunentation has been 
forwarded to MCF and he is looking at it. I expect you and/or Sam, and maybe 
even Charles may hear from him. 

Mike may try to cause difficulties that the action is being taken without his 
consent as a protector - however his authority as protector on the 1992 trusts 
is limited to the ability to hire/fire trustees. Protectors cannot block 
transactions and Rodney has represented to us that he is comfortable with us 
proceeding with the withdrawal. 

1 think that Scottish will want to negotiate to keep the policies in place 
through 12/3 1 for year end numbers. I think it is reasonable for the trustees 
to agree to this, provided SAC agrees to do a like-kind distribution and 
transfer the share of Maverick as opposed to having to redeem funds from 
Maverick & reinvest. 1 understand that the size involved will likely cause 
Maverick to have to liquidate positions and then they'll lose the money for 2-3 
days while it round trips back into the fund, so it is in all three parties 
interest to effect a like kind distribution. 

I expect to hear from SAC later today, but wanted to let you know that you may 
hear from Mike. 

Michelle - attl.htm 


Permanent Sabcommittec on Investigations 

EXHIBIT #66 -FN 935 


MAV012080 





4173 


Shearman & SterlinGup 


599 lEXINGION AVEKUE I SEW YORK I «Y 1 10022-S069 
WWW.SHEARMAN COM I T +1.212.841.4000 I F +1.212.848.;179 


March 23, 2006 


Via Federal Express 


Robert Roach, Minority Counsel & Chief Investigator 
Mark Nelson, Majority Counsel 
Permanent Subcommittee on Investigations 
19 Russell Senate Office Building 
1 St and Constitution, N.E. 

Washington, DC 205 1 0 

Dear Bob and Mark: 

On behalf of Maverick Capital, Ltd. (“Maverick”) we submit the following supplemental 
information relating to the issues that we discussed during our meeting with you on February 2, 
2006. For clarity I have restated below the follow-up questions contained in the attachment to 
Bob Roach's email dated February 9, 2006, followed in each case by Maverick's response thereto. 

1. Identify the individuals (and the individuals behind any entities) that are part of 
or have an interest in: 

Maverick Capital Limited 

Maverick Capital Management, LLC (fka Maverick Capital General) 

Maverick Capital Advisors, L.P 

MAVERICK* RESPONSE: Maverick Capital Management, LLC (formerly known as 
Maverick Capital General, L.L.C.) holds the sole general partnership interest in Maverick Capital, 
Ltd. and Maverick Capital Advisors, L.P. Interests in Maverick Capital Management, LLC are 


RECEIVED 
U.S. SENATE 

MAR 2 ^ 2006 

PERMANENT SUBCOMMITTEE 
ON INVESTIGATION^ . 


iMMM = Redacted by the Permanent 
I Subcommittee on Investigations 


‘ The information set forth herein is derived from Maverick records as well as recollections of relevant 
Maverick personnel. In an effort to provide the information requested in a timely fashion, we have worked to gather 
the information quickly. In addition, please note that we have made no effort to collect information that Maverick 
personnel may have acquired or possess solely as a result of employment or professional engagements unrelated to 
their Maverick employment. 
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Robert Roach, Minority Counsel & Chief Investigator 
Mark Nelson, Majority Counsel 
March 23, 2006 
Page 2 


= Redacted by the Permanent 
Subcommittee on Investigations 


held by Lee S, Ainslie III and Marmalade, Ltd. Interests in Marmalade, Ltd. are held directly or 
indirectly by or for the benefit of Evan A. Wyly and members of his family. 

Each of the following persons holds a limited partnership interest in each of Maverick 
Capital, Ltd. and Maverick Capital Advisors, L.P. Direct or indirect interests in the entities 
identified as limited partners are held by or for the benefit of the individuals identified in 
parentheses. 



Highland Fund, Ltd. (Sam Wyly family members (other than Sam Wyly)) 



In addition, the following persons hold a Class A limited partnership interest in Maverick 
Capital, Ltd. Such interests entitle the holders to distributions of certain deferred profits from 
prior years' operations and do not represent any interest in current operations of the partnership. 



Evan A. Wyly 



2. Identify the amount of Maverick’s assets under management that come from 
domestic clients and the amount that comes from offshore clients. 

MAVERICK RESPONSE: Of approximately $11 billion under management by 
Maverick as of January 1, 2006 (including the proceeds of leverage facility borrowings and 
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internal capital), approximately $7.9 billion (72%) is attributable to domestic United States 
sources and the balance is attributable to foreign sources. A precise determination of the 
ultimate investment sources is difficult, however, because financial intermediaries (e.g., funds of 
funds) may derive their investment capital from foreign and domestic sources in proportions that 
are unknown to Maverick and may vary over time. 

3. Identify the maximum amount of assets the Scottish Holdings entities had with 
Maverick, and when that occurred. 

MAVERICK RESPONSE: Investments in Maverick funds by affiliates of Scottish Re, 
Ltd. (formerly known as Scottish Annuity and Life Holdings, Ltd. and hereafter referred to as 
"Scottish"), including Scottish Annuity Company, Ltd., aggregated approximately $212.4 million 
as of August 3 1 , 200 1 . 

4. Identify any loans, investments or any other transactions that Maverick had 
with any Scottish Holdings entities, the amount, and when they took place. 

MAVERICK RESPONSE: On November 24, 1998, funds managed by Maverick 
acquired from Scottish 709,220 Scottish shares and warrants for the purchase of 200,000 
additional Scottish shares (at $1 5 per share) for an aggregate purchase price of $10,000,000. 
During the period November 30, 1998 through February 17, 1999, those funds acquired 979,000 
additional Scottish shares in public, open market transactions for an aggregate purchase price of 
$1 1,213,054. During the period March 26, 1999 through June 7, 2001, those funds sold 
1,688,220 Scottish shares in public, open market transactions for an aggregate sale price of 
$20,991,496. 

During the period May 16, 2003 through May 22, 2003, the same funds managed by 
Maverick exercised the above described Scottish stock purchase warrants at an aggregate 
exercise price of $3,000,000 and sold the Scottish shares so acquired for an aggregate sale price 
of$3, 770,895. 

5. Describe Ranger’s relationship with Maverick, including the entities involved, 
amounts invested, and the time period over which the investments took place. 

MAVERICK RESPONSE: Information concerning investments in Maverick funds by 
Ranger affiliated entities is included in the investor information provided to you under cover of 
my letter dated November 17, 2005. (The attachment to your email dated February 9, 2006 
indicates that it is not necessary to restate such information here.) Maverick maintains an 
arm’s-length relationship with Ranger and its affiliates. 

6. For the each of the following entities, describe any relationship or transactions it 
had with Maverick, the amount of funds involved, the time period over which it took place. 
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the Maverick entity involved and, if known, the ownership and business purpose of the 
entity: 


ABL Strategies 

MAVERICK RESPONSE: ABL Strategies is an investor in Maverick Levered Fund, Ltd. 
Information concerning ABL Strategies' account was provided to you under cover of my letter 
dated November 17, 2005 and related account documentation received from The Irish Trust 
Company (Cayman), Ltd. was provided to you under cover of my letter dated February 10, 2006, 

Edinburgh Fund (aka Edinburgh Advisors, Edinburgh Advisors General LLC) 

MAVERICK RESPONSE: The Cayman Islands law firm of Maples and Calder, which 
serves as Cayman Islands counsel to Maverick and the Maverick funds, has informed Maverick 
that a Cayman Islands company named Maverick Growth and Income Fund, L.D.C. was 
organized at the request of Maverick persormel in 1995. That company appears never to have 
imdertaken any role related to the Maverick business. Maverick understands that after a change 
of name to Edinburgh Fund in 1997 it was operated as an investment fund by or for Wyly family 
members or entities associated with such persons. 

Highland Fund Ltd. 

MAVERICK RESPONSE: As stated above in response to Question 1, Highland Fund, 
Ltd. is a Wyly family entity which holds a limited partnership interest in Maverick. 

Maverick Entrepreneurs Fund 

MAVERICK RESPONSE: Maverick understands that Maverick Entrepreneurs Fimd, 

Ltd. was an investment fund operated by or for Wyly family members or entities associated with 
such persons. Information concerning investment by that entity in the Maverick funds is 
included in the spreadsheet provided under cover of my letter dated November 17, 2005. 
Maverick understands that Maverick Entrepreneurs Fund, Ltd. was dissolved in the late 1990's. 

Precept Capital 

MAVERICK RESPONSE: In January and March 1 998, the Maverick funds made 
investments in funds managed by Precept Capital and acquired small interests in Precept Capital 
itself. Maverick Fund, L.D.C. (offshore) made an investment of approximately $10 million in an 
offshore Precept fund and Maverick Fund USA, Ltd. made an investment of approximately $5 
million in a domestic Precept fund. Income earned with respect to interests in the management 
company effectively reduced the management and performance fees borne by the Maverick 
funds. The investments and earnings thereon (approximately $17.8 million offshore and $8.2 
million onshore, including in each case the original invested capital) were liquidated in 2002. 
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Security Capital 

MAVERICK RESPONSE: At the present time. Maverick does not believe that it has had 
a direct relationship (or entered into transactions directly) with an entity of this name. Securities 
and Exchange Commission filings by Green Mountain Energy Company (together with its 
predecessors, "Green Mountain") and other documents indicate that a Security Capital, Ltd. 
provided certain financing to Green Mountain and associated persons or entities in the late 
1990's. 


7. Please describe Maverick’s relationship and involvement with any of the Green 
Mountain Energy entities: 

a. The amount of funds invested over time - when, how much, the type of 
investment (loan, capital investment, etc.) and which entities involved; 

MAVERICK RESPONSE: The following summarizes investments in Green Mountain 
by the Maverick funds: 


Common Stock/ interest Purchases 


Total Common 


8/6/1997 

* 

566,680 

Preferred Stock Purchases 


8/31/1997 

* 

1,043,320 

6/16/2000 

5,000,000 

10/1/1997 

* 

200,000 

4/18/2001 

4,999.999 

10/20/1997 

* 

199,995 

3/8/2002 

3.068,995 

10/31/1997 

« 

500,000 

6/28/2002 

1,940,003 

11/28/1997 

* 

620,000 

Total Preferred 

15.008,996 

1/23/1998 

* 

300,000 


2/17/1998 

• 

500,000 



3/17/1998 

* 

380,000 

Debt Security Purchases 


4/2/1996 

« 

480,000 

11/21/2002 

560,000 

5/5/1998 

* 

640,000 

12/6/2002 

840,000 

6/2/1998 

* 

740,000 

5/13/2003 

1.4CK),000 

7/2/1998 

• 

770,000 

6/25/2003 

1,400,000 

8/6/1998 

* 

770,000 

Total Debt 

4,200,000 

11/30/1998 

* 

2,000,000 


12/15/1998 

* 

300.000 



2/17/1999 


15,000,000 

Capitalized Interest and LOC Fees 



25,009,995 

12/31/2005 

1,752,892 


Invesfrnent initially made through Green Funding I, <See discussion below.) 
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b. The percentage ownership that Maverick entities had in the Green Mountain 

Energy entities; 

MAVERICK RESPONSE: The aggregate direct and indirect percentage interest of the 
Maverick funds in Green Mountain has varied over time as the result of the issuance and 
redemption of equity securities to or from the funds and others, and it is difficult for Maverick to 
determine fluctuations in that interest precisely without reviewing Green Mountain's internal 
records. In general, however. Maverick believes that the aggregate direct and indirect interest of 
the Maverick funds did not exceed 20% at any time after their initial investment on August 6, 

1 997. Securities and Exchange Commission filings by Green Mountain indicate that the 
Maverick funds held a 16.4% interest in June 1999. Such interest has declined to approximately 
12.5% (based on stock ownership) at the current time, taking into account a recent 
recapitalization and substantial investments by BP and Nuon. 

c. When did Maverick stop investing in Green Funding I and start investing in 

Green Mountain Energy, and why did this take place? 

MAVERICK RESPONSE: The following summarizes Maverick’s understanding of the 
Green Mountain investment structure. Green Mountain was initially organized as a limited 
liability company by a subsidiary of Green Mountain Power Corp. and a group of cash investors 
including the Maverick funds and certain other investors associated with Sam Wyly. For tax 
reasons, the interests of the Maverick funds in Green Mountain were initially held by wholly 
owned subsidiaries of each fund. In order to simplify the Green Mountain governance structure, 
the interests of the cash investors were pooled in a second limited liability company, Green 
Funding I, LLC. The subsequent redemption of Green Mountain Power’s interest obviated the 
need for such a bilateral governance structure, and in February 1999 the Maverick funds 
participated in a direct private placement by Green Mountain (i.e., the Maverick funds purchased 
additional securities directly from Green Mountain and did not invest through Green Funding I). 

In anticipation of an initial public offering in June 1999, Green Mountain was converted 
from a limited liability company to a corporation. At approximately the same time, Green 
Funding I distributed to the Maverick funds their pro rata share of the assets of Green Funding I 
(i.e.. Green Mountain shares) so that the funds could own those shares directly. Although Green 
Funding I was not liquidated at the time and the Maverick funds did not formally withdraw from 
Green Funding I until June 2000, Green Funding I was inactive during the interim period and 
held no material assets. 
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d. When Moberly replaced Maverick and others as partners in Green Funding I, 
what happened to Maverick’s interests and investments in Green Funding I, and 
what was the amount involved? 

MAVERICK RESPONSE: In June 2000, Moberly was admitted as a member of Green 
Funding I and the Maverick funds withdrew as members. Prior to that time, the economic 
interests of the Maverick funds in Green Funding I and its assets had been fully distributed to the 
Maverick funds as a result of the June 1999 distribution of Green Mountain shares. 

8. What is the name of the entity that places the purchase and sale orders and is 
recorded as the owner of the securities that are purchased and subsequently parceled out 
among the various Maverick funds? 

MAVERICK RESPONSE: Maverick Capital, Ltd., as investment manager, places 
aggregate orders with brokers for execution on its clients' behalf Executed orders are settled by 
the executing brokers with the clients' prime brokers, who allocate the trades among the clients' 
prime brokerage accounts. 

9. What is the name of the entity that is considered to be the “Master Partnership” 
in the Maverick structure? 

MAVERICK RESPONSE: There is no entity that would be considered to be a "'Master 
Partnership' in the Maverick structure." As illustrated in the Maverick Funds organizational 
chart (a copy of which we provided to you at our meeting), each of Maverick Fund II, Ltd., 
Maverick Long Fund, Ltd., Maverick Long Enhanced Fund, Ltd., Maverick Neutral Fund, Ltd. 
and Maverick Neutral Levered Fund, Ltd. is considered to be a "master fund" with regard to its 
related "feeder funds," and each is considered to be a partnership for U.S. federal income tax 
purposes. 


Very truly yours. 



Stephen Fishbein 


cc: John McCafferty 
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SAC 98 PLAN 
November 7, 1997 


Ownership 

Revise ownership to provide for 50/50 as between SMT (MCP) and Bessie/Tyler. Remaining 
current ownership is 1% each for Ainslie, Roberston and Boucher. Proposed ownership is SMT- 
45%, Bessie/Tyler-45%, Boucher 5%, Ainslie and Robertson 1% each, with a 3% reserve. 

Capitalization 

Current equity capital in Scottish Holdings is about $1,8 millioD. However, Holdings has 
borrowed shar^ of Maverick Fund having a current vahie of about $3.5 million from 
Bessie/Tyler or related trusts. The Fund shares have been contributed to SAC as a^itional 
equity capital, so that the audited SAC balance sheet slrnws equity of about $5.3 million. Since 
SAC is wholly owned by Holdings, the Fund shares can be withdrawn at any time and returned 
to the lenders, without documenting any obligation on SAC’s books. At the Holdings level the 
Fund shares are netted out against the loan obligation, which is a demand obligation. 

It is proposed that another $20 million of Fund shares be loaned to Holdings and contributed 
downstream to SAC to boost SAC equity to $25 million. Since SAC engages only in the 
variable annuity business, there is no need for any of this coital from an operating stanc^int. 
However, a balance sheet with $25 million of equity will provide a significant coir 5 >etitive 
advantage over anyone else engaged in this type of business offshore, and possibly onshore. 

The initial commitment was for a tcrtal of $2.5 million of real equity capital to be contributed, of 
which approximately $1.8 has been contributed. Given the current and expected levels of 
operations, this can probably be capped at $2 million. 

Marketing 

Asset growth in 1997 will be about $60 million, with projected year end investor assets of 
approximately $150 million. We have made significant expenditures for compensation and 
support of a new marketing person that has not paid off. Most asset growth has come from 
contacts with MCF or Michelle, A different structure needs to be set up with the marketing 
person or he needs to be let go. 

SAC is already the largest single investor in Maverick Fund. These investments, with the 
exception of the loaned Rind shares referred to above, rejM-escnt annuity contracts with investors, 
but SAC owns the actual Fund investment. The addition of an additional $20 million of Fund 
shares to SAC’s equity, will make total SAC ownership of Maverick Fund shares equal about 
$75 million to $80 million, of which $23+ million will be directly owned by SAC as its own 
capital. 

As an actual investor in Maverick Fund, SAC should be able to suggest to Maverick Fund 
and its advisor that some reasonable level of Maverick Fund trading conunisaons be 
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directed to certain brokers who refer business to SAC. Ihrough early November 1997, total 
Maverick Fund commissions are about $26 million, meamng t<«al annual commissions for 1997 
will be around $30 million. Given the size of the SAC investment in Maverick Fund, it is not 
unreasonable to request that some of the commissions attributable to SAC’s interest (at least its 
capital interest) be directed to favored brokers of SAC, subject to best execution. 

If SAC has informal arrangements with brokers to provide trading commissions of 0.5% to 
0.75% of funds referred to SAC for a period of 4 years, and 1ms the ability to direct $500,000 to 
$1 million of commissions each year, then SAC can provide con^nsation to brokers to pull in 
another $100 to $2(X) million. 

Investment in Domestic Hedge Funds 

To date, SAC has not been able to invest in domestk hedge fiind partnerships, because it would 
be subject to withholcUng on partnership profits. This has changed beginning January 1, 1998, as 
a result of changes made in the Taxpayer Relief Act passed in August. 

SAC will now be able to go to domestic investors in hedge funds and offer them a single way to 
roll their investment into a tax-defeired annuity, even if there is no properly structured offshore 
clone of the hedge fund. Updated legal opinions on this issue are being prepared. This will 
provide a huge addition to the universe of potential SAC investors. 


Timing 

To really be effective, the new capital in the form of loaned Maverick Fund shares should be 
added before the end of Etecember in order to be reflected on the year end audit. 

Some understMiding also needs to be reached with Ainslie on the directed commissions very 
soon. 

Projections 

Attached are projections for future years with differing assumptions as to asset additions and 
investment returns. A 7% escalation in expenses is assumed, although this is prolmbly too high. 
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MEMO 


Maverick 


To: Charles 

From: Sam 

Date: June 6, 1996 

Subject: Maverick Discussion Sheet 


= Redacted by the Permanent 
..^ubcommitteeonlnvestigations^ 


Existing ownership of Maverick is 66.88% Sam’s Family and 33. 12% Charles’ Family. Charles’ 
Family will reduce to 5% ownership. 

The current shareholders have performance fees of deferred. Those fees should be 

moved ftom capital to a deferred performan ce payable to the existing partners. Sam’s Family 
would retain Charles’ Family payment would be made when the 10 

years elapse. Tu^imraiizes taxes for Charlranpiural^lnd minimizes cash flow requirements for 
Sam’s Family. 

Charles currently owns deferred compensation of $330,691. If he remains an owner, it not be 
distributed or taxable at this time. 


Capital accounts would be as follows at 4/30/96: 


Capital Account 

Reduce by Deferred Performance 
Reduce Ainslie Fee 
Reduce by E. Wyly Fee 

Employee Bonuses (Estimated - 10% of profits) 
Maverick Capital Account @ 4/30/96 

Sam Family C^Hal Account 

Charles Family Capital Account 



In exchange for retaining 5% of Maverick a nnnimum balance of $40 mm will be retained in the 
Hedge funds. Income may be distributed and losses do not need to be made up. Additionally, 
Charles’ Family agrees to not puU out funds in excess of $1,000,000 per quarter without a sbc 
month notice. Apprordmate balances at 5/3 1/96 are: 


Maverick Funds USA - Entrepreneurs and Miller 
Maverick Income Fund - Entrepreneurs and Aspen 
Maverick Fund, LDC - IRA, Pension and Foreign 
Maverick Income, LDC - Foreign 

Total 



24,372,333 
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Memorandum 
Page Two 


Exasting ownership of Scotdsh Annuity is 2/3 Sam’s Family and 1/3 Charles’ Fanmly, Charies’ 
Family ownership will be rwiuced to 5%. 

Irish Trust company will remain owned 2/3 by Sam’s Faimly and 1/3 by Charles’ Family. 

The family office will remain combined with employees continuing to be paid from Sterling 
Software. 

Seventy-five percent of Kdth Hennington’s compensation will be moved to Sterling Software 

Maverick Entrepreneurs will stay the same for present. Ultimately the stock mil be distributed to 
the Farmly members and exchanged for a private annuity or held in the U.S. 
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= Redacted by the Permanent 
Subcommittee on Inyestig^o^ 


From: 

Sent; 

To: 

Subject: 


Keeley Hennington 

Wednesday, September 10, 2003 524 PM 


AttacAm^s: 


Doc Unk.htm 


Did this sound too harsh? 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 09/10/03 06:31 PM 

Keeley Hennington/htst 
09/10/03 06:23 PM 

To 

"Evan Wyly" 



Subject 
Re: Scottish 


Evan - as we discussed last week this is a little sticky. I think we could re-structure 
so Sam does not own Ranger il also think there are other issues involved in doing this) - 
my concern is that if whoever owns it or the Ranger employees will be looking to Sam to 
make decisions on Ranger operations I think there is a substance over form type issue. I 
also think Ranger may have a hard time not being able to use Sam’s name as being behind 
Ranger because I think they rely on this heavily in .marketing. So, I guess my answer Is 
yes we could restructure but would need to make sure that there is no control by Sam over 
the Ranger operation. 1 also hate to have him transfer the Ranger interest in order to be 
able to place this money with Ranger if wc will need to liquidate at some point in the 
near future - also, would want to make sure Ranger is on board with the idea of not having 
the additional S under management for the long term. Sorry - I am rambling, let me know . 
if Sam would like to pursue further. 

Keeley 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public ir.f ormation . It is intended to be conveyed only to 
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the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients Is 
not authorized and may be unlawful. 


"Evan Wyly" 1[|||||||H|||||||||[||I 
09/10/03 04:34 PM 


To 

"Keeley Buford Hennington" 
cc 


Subject 

Scottish 


Sam is asking about his idea of restructuring Ranger ownership to allow participation in 
insurance-only ranger fund in Scottish. 

Sent via BlackBerry - a service from ATStT Wireless. 

B 

Doc link.htni (205 
B) 
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■iMMB = Redacted by the Penrmient 

Subcommittee on Investigations 


From: 

Serti: 

To: 

Subject: 


Keeiey Hennington 

Tuesday, Se^mb^^2003 7:06 AM 
mboucher<§:|||||||^ 

Fw: Investor confro! for inajrance 


Do you understand this? 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authoriaed and may be unlawful. 


Forwarded by Keeiey Hennington/htst on 09/23/03 08:12 AM 


"Robert Chambers" 
09/22/03 08:06 PM 


<mboucheril 


<)chennlngtor| 

Subject 

Investor control for insurance 


Michelle : 

I’m glad to hear that the Bouchers will be attending the Maverick annual meeting in 
October in NY. Chrystal and 1 plan to attend. 

Included below is a question asked by Scott Canon about whether certain of the offshore 
Scottish policies that I understand are currently invested with Mav could be invested with 
Ranger Multi Strategy without breaching the investor control issues currently in place. 
While I'm guessing that you will cringe at this being asked with any language suggesting a 
link between certain policies and, say, any Individuals, I’m still interested in your 
answer. Therefore, I'm forwarding this to you but stripped out all references to any 
individual so as to keep you and Keeiey calm. 

"Given the language, I would think that (xxx] and certainly fxxxxxxxj would be able to 
invest in Robert's product (he means Ranger Multi Strategy or even the Enhanced/levered 
product} . The Focus Fund fhe means a fund that will be concentrated in Mav and a few of 
the Ranger fund offerings as requested by 

Evan) has issues as relates to this language. Has Michelle commented on (xxx's] ability to 
Invest in .J^dvisors with [the] existing policy?" 

I’.m interested to know your thoughts. If this needs to be discussed by phone, shoot me a 


Confidential 
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message and I'll call you tuesday. 

Best, 

Robert 

As an aside, we're moving forward with the enhanced product and hope to have it online 
lG/1. Its going to be a push with all of us busting it to get it done. Keeley and I have 
discussed my intent to hold investments slated for 

10/2 until we know the facility is in place. If it falls through. I’ll have some liquidity 
for 10/1 (9M) and more 11/1. 
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From: 

Sent: 

To: 

Subject; 


Michelle Boucher 
Thursday, May 31 
Crittenden, Michele 

FW: East Carroll, Locke re: Parser / Precept 



mmmmmi - Redacted by the Pennanent 

SubcomnjtteemiJnvestipaHn^ 


FYI 


Original Message 

From: Michelle Boucher 

Sent: Thursda^^a^S^, 2001 8:53 AM 
To: ' Anna5®||B|[|||||||^^ 'mel3nieq®j| 

Cc : Dawn Cummings 

Subject; RE; East Carroll, Locke re: Ranger / Precept 


East Carroll should go to Ranger Fund LLC. 

Locke's money should go to Ranger Fund, Ltd (note the difference between these two 
entities - one is Ranger Fund LLC, one is Ranger Fund Ltd.) Wire instructions as per the 
subscription documents are as follows. Lehmans should wire money directly from Lehman 
Brothers to the Ranger entities TODAY and not go via Bank of Bermuda because the money 
needs to be here to make investments for value tomorrow - if it goes to BOB first we won't 
see it until Monday at the earliest. Please contact Lehamn asap to ensure the money is 
going to the right accounts , 


RANGER FUND, LLC 

Wire to: IBJ Whitehall Bank & Trust, New York, NY 

ABA Number: 026 007 825 
or CHIPS: 782 

Beneficiary Bank: Queensgate ^gJ^^^^ust Company Ltd. 

Account Number: 

Benefit of: Ranger Fund, L.L.C. 

Account Number : | 

For Benefit of : (East Carroll) 


RANGER FUND LTD 

Wire to: IBJ Whitehall Bank & Trust, New York, NY 

ABA Number: 026 007 825 
or CHIPS: 762 

Beneficiary Bank: Queensgate Bank ^^j^s^£ompany Ltd. 

Account Number: 

Benefit of: Ranger Fund, Ltd. 

Account Number: 

For Benefit of : (Locke Limited) 


Michelle 
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! == Redacted by the Permanent 

I Subcommittee on Investigations 



Stacy Huebn^ 
04/30/2001 03:12 PM 


I faxed his OKAY... 


To: ”MichsHe Bouchw* 4 

cc; 

Subject; Re:emaiHorsam© 


"Micheile Boucher" < 



To: 

Gc; 

Object; 


<shuebnQr@fl 


email for sam 


Sam, 

Furfheff to my email last week regarding Ranger funding, it looks like Robert is requesting an additional 
commiimentof$2.5M from the offshore trusts. This would prowde Ranger with enough capital offshore 
to fund investments $8.6M into HBK and $8.6M into Quantfab. Please confirm this is consistent with 
your understanding of his May 1st proposal. 

! need to go out to the trustees tonight to request the additional $2.5M investment in Ranger tonight 
Michelie 


Confidential 
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Redacted by the Permaient 
Investigations 


^larl Robson 
03/02/2000 0220 PM 


Subject : CW 


Ready to start a fund in the Caym^ islands Wants to seed with $5 and call the fund First Dallas 
FutKi, Ltd. First Dallas LLC will be the investment manager (he thirtts Elaine has this formed) and you 
will need to have an investment management agreement drawn up He may want to purchase something 
in the next few days. If so, we'l! purchase in an lOM corp if FDL is not lotmed and contribute the assets 
FDL only needs a brokerage account at Lehman's, it apparently will only be making private investments 


He's thinking about acquiring $ 10 million of GMER debt convertible to common within the next 30 days, 

He's realized that you priced SE at SSW price Would you e-mail him a new financial. 

He's not ready to decide what he’s doingon SSW options Will let us know. He’s think that it probaWy 
makes more sense to close out the swap plus some of toe options rather toan all options V\^ll get back to 
us. 


You mutual fund license only allows for 1 5 entities - correct? Think ytxj need to figure out how to increase 
that pretty quickly. If Sam adds 2 and Charles adds 1 and Maverick's going to start a master/feeder 
commodities fund you could very ^«tiy have five more funds Let me know how big an issue this is 
Should we consider a trust company for toe family and one for the fund administration? 


The Information contained In this e-mail message is intended only for the persona! and confidential use of 
the recipient(s) named above. This message may be an attcx'ney-dient communication and as such is 
privileged and a>nfidenti8!. if the reader of this message is not the interred recipient or an agent 
reaponabte for delivering it to the intended recipient, you are hereby notified that you have received this 
document in enor and that any review, dissemination, distribution, or copying if this message Is strictly 
prohibited, if you have received this communication in error, please notify us Immediately by e-mail, and 
delete the original message. 
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214-SS0-4033 CH«?LES UffLY 


699 P03 



03/29/00 03-.15 PM 


mi 30 ' 00 09:17 

f 




llw Cayman Fund, First Dsdhts latem^onal (FD!) should be mcnporated tomorrow, and \ have bank accoiuits 
ready to go hens at Queensg»:e Bank & Trust 

1 have arranged {^liminazy pa^Kuwcnk at Lehman Brothers to open the 'IPO' account with them, and we should be 
able to move money there on Mrmday . 

! await confirmation on die sum being invested in Cotdink through PDV, undos^d that it is currently SI 
Million - please confum. Elaine and ! are communicating to ensure that we traiufer enou^ money into the First 
Dallas structure to provide for the inve^ents as well os mltial fees. Assuming Coolink wiii be SIM and Lehmans 
uSSM, { am amnging for Sd.2f!M to be Elysium's initial contribution, f hope (his additional S250K will provide 
for most of the fees fiH- the next 6- llmths. depending on investment activity. 


~j£^ 


i would also like confumatim to proceed with placement of SS Million into the Lehman account. I spolu with Lou 
Schaufeie and undemand that arrangements have been made diat bis grotto will make the invcsiments on behalf of 
FDI, ^ advise us at die end of the day as to what was traded. My impression is that trading will be relatively thin, 
and dependent upon die IPO / Capital Markets activity, but is expected to be up to 5 trades per month. Is this your 
understanding? 

For documentaUon purposes, we will arrange paperwork so that actual discretion over trading in the Lehmans 
account is gnmtod to First Dallas. Lid 

I look forward to heving from you. 

a Redacted by the Permanent 
Subcommittee on Investigations^ 
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.j{ll00} Message Dispositiont 
{ Format Version: 

j Test Production Code : 

j Msg Duplication Code: 

j Msg Status Indicator: 

1(1110} Acceptance TimesCamp: 

} Date: 

j Time : 

j Application Id: 

OMAD: 

[ Output cycle_.date : 

j Output Destination Id; 

j Output sequence number: 

I Output date : 

1 Output time: 

I Output application Id: 

||1510} Type/Subtype Code; 

I Typ® Code : 

j Subtype Code: 

I 

({1520} IMAD: 

j Input Cycle date : 

1 Input Source id: 

i Input Sequence number: 

I 

1(2000) Anioimt; 

I 

[{3100} Sending Bank; 

I ABA number : 

j Short name : 

I ABA lookup (RED ; 

I 

I 

I 

[{3320} Sender Reference: 

I 

1(3400} Receiving Bank: 

I ABA number: 

I Short name : 

I ABA lookup (AUX) : 

i 

I 

1(3600} Business Function Code: 
1(4100} Beneficiary's Bank: 

I {4200} Beneficiary: 



02 (Hew expanded format) | 

P (Production) j 

(Original incoming msg) j 

H (Incoming msg) [ 

1 

1 

03/30 i 

14:30 - j 

PTOl j 

1 

i 

2000/03/30 1 

BlQe691C I 

000140 j 

03/30 . j 

14:30 . 1 

FTOl 


10 (Transfer of funds) j 

00 (Regular transfer) j 


2000/03/30 i 

BlQe024C I 

003591 I 

I 

$6,250,000.00 { 


021000089 
CITIBANK 
CITIBANK, N.A. 

Ill WALL STREET, 22ND FL. ZONE 1 
NEW YORK, NEW YORK 10043 

S0700906390001 


026007825 

IBJ WHITEHALL NYC 

IBJ WHITEHALL BANK AND TRUST 

NEW YORK, NY 

CTR (Customer transfer) 



QUEENSGATE BANK + TRUST CO 



FIRST DALLAS INTL LTD 


1 

I 


I 

I 


I 

I 

I 

I 

I 


I 

I 

i 


[{4320} Reference for Beneficiary; 000578000745 



OOllSO 
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58 I 

59 1 
60] 

61 1(5100} Originator's Bank: 

€2 1 

S3| 

64j{5200} Instructing Bank: 
65] 

66 j 


biddrow 

D/36022287 
BAKK OF BERMUDA 

D/36022287 

BANK OF BERMUDA {ISLE OF MAN) LTD 
ATTN OLIVER WEBSTER 


67 1 13 13 HILL ST., DOUGLAS IM 99 IPW 

68] ISLE OF MAN, BRITISH ISLES 

69] 

70|{6000) Originator to Beneficiary Info: INVESTMENT • 

71] 


72 i 


I 

I 

I 

1 


001161 
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From: 

Shari Robertson 

Sent: 

Thursday, June 22, 2000 5:16 PM 

To: 

Mike French 

Subject: 

roaring fork / first dallas international 

Attach: 

attl.htm 


- Redacted by the Permanent 
— Subcormnitteej^nJnvftg^^ 


fyi 

*:j:;4:*!|:^;*::tr*:i::j:*^i:^*#*H:*!*:*=(:********!S!* *’4: 4:*^:»**4:***^!i:4:*^;****^:****#:***** *************** 

ifijJ:**^;#***#!):******** ************************************** ********** 

The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipient(s) named above. This message 
may be an attorney-client communication and as such is privileged and 
confidential. If the reader of this message is not the intended recipient or 
an agent responsible for delivering it to the intended recipient, you are 
hereby notified that you have received this document in error and that any 
review, dissemination, distribution, or copying if this message is strictly 
prohibited. If you have received this communication in error, please notify us 
immediately by e-mail, and delete the original message. 
***************************************** ************************ *************** 
******************************************************************* 

— Forwarded by Shari Robertson/Maverick on OW2/2000 04:12 PM — 


"Michelle Boucher" <1 
06/22/2000 03:03 PM 


To: kennethj^ 

cc: Shari Robertson/Maverick(^HIII^^^< irishtst^ 
Subject: roaring fork / first dallas international 


The protectors recommend that the trustees invest a further $2M into First 
Dallas International Limited for July 1st, 2000. Provided that the trustees 
agree to proceed with the investment, please contact Lara Haskins at Irish 
Trust to co-ordinate the investment. It is sugge.sted that the 9/14/00 FNMA and 
7/13/00 FNMA bonds be liquidated to raise funds for this investment. 


- attl.htm 
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The Irish Trust Company (Cayman) Ltd 
FACSIMILE COVER PAGE 


TO; 

Mary Cox - pis distribute to Donnie MiEcr & Charles Wyly 

CC: 

Keeley Henningtoii 

From: 

MicheUe Boucher 



Fax: 

345-949-2519 

FAX: 

1-214-SS0-4033 

1-214-880-4107 

Tel: 

345-949-0658 

DATE: 

January 31, 2002 




Wb are transmitting ^^^ aeefsV Please contact tiie undersigned if ttiere is a pioWem 
with the tracsmi^oiL 


Mr. Wyly, 

Fuxihesr to isy email last mgh^ die protectors jdan tojeassmend a total coRtiibutioa of SS^fiUion to First 
Balks Iskssatkmal for February 1. 2002 subscription dale. 

I have attadied a summary of ca^ flow since inception, and details of the short term cash rei]uiremBat that I 
am aware of. 

• llielOM trusts have cootEibuted a total of S29 .2 Millioo to date, of'wluchS24.2MiLUoD was cash 

and. 35M investments. 

. The ca^ ctmtiibutioa has been invesied as follows: S4MiHion into direct invesoneuts, S1.7MiIli<»i 
to &e Lehman Managed account and SIS MOlion ioto First Ballai Ventures (22/3 1,'Ql balances 
plus laouary conlrtt;ntiaQa of S43dK). 

Based on outstanding consmtmeats to Brazos, Tnns-Europe Partoexs and Winston Thayer Capital Partners, 
as well as connmtmeots to &nd Blageot's opentums throt^b April 2002, 1 have estimated dut tbs 
protectCHS should recommend an additional investment of S3h4Qlltolt dollars into First Dallai hateoatioiuil. 

A Tccommendation to invest S 1 Million was given to the tmstees last ni^ m onkr to meet .31agent 
co nnn i t ing n ts for tomorrow, I suggegt toat the pr otectxwa also re<pig5t toe additional S2Millioj3 as a Feb I** 
sobsa^hon to provide for projected cash requirements torough April 2002. 
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Summary 


r r of VDl cash flows since inception 


T >taJ OalfribstUHis to dztt to first Dallas Xntemotioaal 


h ves^nts ccsitnboted 


L bn Fund 

3,967.742 

[letsfiidd 

728,561 

^ iDSton'nutycr 

308,418 

C ssb coatributed 

24,250.000 

1 otal rantrlbutions ta FDl tturu 12/31/01 

29454,721 

liotal iavestnuBti mad* 


1 iic^lnvtsttaeDts 

Cost 

libra 

3,967.742 

i rl 2 Series BpreffflTsd 

1,667,000 

I rub Direct 

1,000,000 

I iea£eid 

728461 

Wins^ Thayer 

700,464 


461,762 

"iraas Europe Bayota Ptrs 

500.000 

■: Qtal diictt investnieate 

9.025429 

] ebmaas masas^ accouid 

1.753.218 

: ivestmoits via Pint Dallas VimttEes 


]p 

750.000 

1 lodPaitnns 

2,102,000 

RLX Tecimologies 

2.750,000 

•< ONctvwaris 

1,500.000 

: 3ai^t Corp 

8,887,225 

' 'yassfinity 

I,t 00,000 

i&er 

458,775 

'otal inveabnants via FDV 

17448.000 

robU tRvefitmaota tbm 12/31/01 

28426s746 

3ther brcooM A E^eoses 


danagancol fees paid to Fast Dallas Ltd 

(843404) 

3tber Expanses 

(47417) 

stsres^ divldeodj, realised gaiss 

652.779 

Total B«t other tneomo & expenses thru 1 2/31/01 

(237442) 

Met cash flow » cash on hand 12/31/01 

6MV&33 

1/17/02 to FDV te: Elagent 

(286,000) 

1/24/02 to n>V re; Ebeont 

(150.000) 

Balance on hand 1/30/01 

254,033 

Cash to be raised froos lOM 


1/31/02 Biegei^ Fundine 

594.000 

2/28/02 Biageiu Funding 

499,000 

3/31/02 Blageot Fundir^ 

485,000 

liquidity for fees and ooosritinsots (BTazo&/WinTbay/Tnms fiuR^) 

1,500.000 

Estimated cash leeulred 

3,078.000 

Recomtn^d Tcqueritnff lOM mists to commit an additional SlMillion at this tape. 



WJctVftloe 
5.823^04 
carried at cofit 
caniedfttcost 
1,398.188 
canied at cost 
caniedatcQSt 
can led at cost 


ccriadatcost 
cvied at cost 
caricd at cost 
caried St cost 
cBrncdMcost 
carried at cost 
carried at cost 
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I ^ - 'VA \C- it C' / 1 
c-c ' ^ 

The Irish 'I’rusl Company (Cayman) Ltd 


FACSIMITK COVER EACnC 



'ro: 

Mary Cox - pis distribute to Domiic Miller & Char les Wyly 

CC: 

Keclcy Hennington 

I'rorn: 

Michelle Boucher 



Tax: 

3d5-949.2.‘)19 

PAX; 

1-214-880-^033 

Tel: 

345-949-0658 


1-214-880-4107 



nATK: 

May lOfli. 2002 




Wc arc Irajjsinitiijig paBc(s). iMcasc coniact tiic undersii’^icd if there is a problem 
with the transmission. , 


Mr. Wyiy, 

f'urihc! to tlie fundbig request for FDV caiUet this week, 1 Ubvc updated it«e summery of cash flows on First 
Dallas InteniatioTUii throuf^ yesterday. As previously discu-ssed. wc auuripatcd keepuig a ‘float' of 
appioxuufilely SI S?- Million to fund capital calls on Wuision Thayer. Riaros, Trans Finopc Buyout and fot 
funding investments of TI)V, We last suhsciibed S3 MiIHod to the Fund on Ttbruacy 1“, which has been 
fully uivcstcd. As such, the protectois of Red Mountain I'rust would like to suggest a fuiUicr fiutdingof 
SSMilIion to First Dallas Inlcnuititajal at tiic earliest possible date. 


Here is a bhef summary of the attached: 

Tlir lOM trusts have contributed a total of S32.? Million to date, of wbrch S27,?Minioii was cash 
and 5SM was investincnts. 

The cash contribution has been invested as follows; W 8 Millioo into diicct inveslmrol-s, 
Sl.SMillion to U»c. lehman Managed account and S70.3 Million into First Dallas Ventures. 



We aicwBitiug for a swnuiwy of Flagcnt's operational cash requiremcDls fiotn Jiml.tncobi. I expect we 
will receive Uiis on Monday inonring. Dared oi> outstanding conuiiitnrcms to iiiar.os, Trans-Burope 
Tanners and Wuiston Thayer Capital Parincis, and an expecution that the LlagP-nt funding needs will be 
• consistent with tltc nneds of the past 4 mths, ! have estimated tlwt il»c protectors should recomninnd an 
ad dition al inveatme nt of S3Million dollars into Fust Dallas Imeinatronal. 

1 As you are awaie, Kcclcy and I arc tiavcling to Isle of Man on Monday sflemoon. Hopefully we can touch 
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Summary of KDI cash flows since inception 


Totat Contributions to date to First Uailai Internalioaat 
Investments cotitubutcd 


I.ibra Fund 

3.967.742 


Dcctrieiri 

7?S,S61 


Winston lltaycr 

308, 4IR 


Cash contributed 

27.250.000 


Total contributions to FDI thru 05^9/02 

32v254,721 


Total investments made 

Ditcct Invesuiiaits 

Cost 

Mkt Value 

l.ibfQ 

3.967,742 

6.348.256 

K-1? Series R prcfctjcd 

2..141.028 

carried at cost 

Fresh 

1,000,000 

earned at cost 

Dccifjcld 

778.561 

1.427,779 

Winston Thayer 

700,464 

CEittied at cost 

UmroS 

778,675 

earned at cost 

Trans turope Buyout 

500.000 

carried at cost 

1 otal direct invcsunciiis 

9.816,470 


Lehmans managed account 

1.503.718 


Investmcnta via First DalU* Ventures 

V.7. 

750,000 

caiiicd at NIL value 

Coo] Partitcis 

2.240.120 

carried at Nil. value 

RLX Technologies 

2,767.917 

carried at cost 

40 Ketwork 

1,523.406 

carried at NIi, value 

Liagent Corp 

10.596,900 

cfttfied at cost 

Transftnity 

7,000.000 

earned a: cost 

Other costs 

431,498 


Total irtvcstiricnts via FDV 

70,309,841 


Total investineois thru 0S/09/0Z 

31,629,529 


Other Irtr.oroe A F.apcases 

Mfinogemem fees paid to Fiisi Dallas L.td 

{L155.975) 


Other Kxpeoses 

(47,877) 


Interest, dividends, realised gains 

589.927 


Total net other income A eipenses thru 05/09/02 

(613.875) 
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Subjecl: Re: Cash Call 


Andrea, 

Donnie mentioned this to me today, but I did not realize it was this large 
an amount. Donnie & Jim also confirmed to me today that First Dallas 
venturesn(FDV) is making an additional investment (other than Cool 
Partners), and seeks funding for $LMillion. 

I have made arrangements this afternoon for $lMillxon to be available to be 
wired from First Dallas International (FDI) to FDV for value June 7th 
(tomorrow) . 

I think you are saying this, but please confirm that we should make 
arrangements to fxind a further $1,250,000 to FDV to cover the second Cool 
Partners investment, so FDV can repay Stargate. 

I will be out of the office on Wednesday, so you will need to follow this up 
with Lara Haskins . I am copying her on this email through 
irishtst@candw.ky. Other than the $lMillion we will wire tomorrow, as 
indicated above, the funds in FDI are tied up until next Tuesday - can we 
wait until then to send the $1,250,000 additional amount or do we need to 
break the cteposit so Stargate can be repaid sooner than next week? 

your understanding is closet FDI funds FDV, and FDV makes the investments. 
First Dallas, Ltd (FDL) acts as the investment advisor to both FDV and FDI. 

Michelle 


Original Messa ge 

Pr(Mn: awestbroolUHIflBHHiHHHHIii 
To: 

Date: Tuesday, June 06, 2000 4:45 PM 
5\ibject: Cash Call 


>We had a cash call for First Dallas last Friday. We borrowed the money 
>from Stargate until we C6tn receive fxmding from First Dallas International. 
>We funded Cool Partners $1,250,000. From my understanding (which is not 
>always correct, ;o)) FDI will fund the entire amount to First Dallas, Ltd. 

> 

>Since I am still learning exactly how these cash calls are done, please let 
>m€ know what the procedures are for doing this. 

> 

>Thanks again for all of your help! 

> 

>Andrea 
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Jim Lincoin 
06/13/2000 09:55 AM 


To; Keeley H^ningteUPHIIHl 
cx:; Donnie Miller, Andma Westbrook/jl 
Subject: FDL Items 


Keeley, 

These are the Items thcrt we discussed which need to be completed tor Rrst Dallas, Ltd 

1 . Make sure that FDL's financials are up to date 

a. First Dallas Ventures Investments {2 rounds of CooHink, and this week RLI> 

b. and First Dallas Limited 

* We will be reporting to CJW on standing as of the 2nd Qtr. '00 

2. We need a letter of engagement between First Dallas, International and First Dallas, Ltd to act as the 
Investment Manager for the following inv^tmenls: 

a. Winston Thayer 

b. Trans-Europe Buyout Fund (not yet invested) 

c. Libra 

d. Brazos 

e. Lehman IPO Fund 
I. Deerfield 

g. Lyco 

3. The Lyco investment has been previously made by Aspen Flyers(l think), we need to refund Aspen 
Flyers for this investment and put it into First Dallas Internationa. Ibis may not be logistically possible if 
we have put this into the taxes of Aspen Ryers already (right?). 

4. The letter of engagement will call for a annua! 1% management fee, paid quarterly (based upon total 
assets under management). The fee should be billed for the upcoming qoanen CJW would like for this to 
have started on April 1 . So we need to invoice for the last quarter and invoice lor the upcoming quarter 

5. First Dallas Ventures made a second investment into CooHink for $1 .25mm. Because of the speed of 
the transaction funds could not be produced from Rrst Dallas tnternatlonai in time So. t believe that 
money was borrowed from Stargate These funds wilf need to be paid back 

6. Lastly, w/e should be making a $750,000,00 investment into a company called RocketLoglx today or 
tomorrow. I asked that First Dallas Internationa! make a $1mm transfer into First Dallas Ventures, we 
should make sure that this actually happened 

Please get back to Donnie and myself on these issues as they happen so that we are all on the same 
page. If you have any questions just give me a call 

Thanks, 


I Permanent Subconunittec on Investieations 

_JXinBIT#66^WJ97^ 
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ii 


James W. Lincoln 
Managing Directed- 
First Dallas, Ltd 

300 Crescent Court 
Suite 1 000 
Dallas, Texas 75201 
T: 214.880.4100 
F: 214.880.4062 
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Jim Lincoln 
05/18/2001 12:34 PM 


To: "MichetiaBou<dw"<l_ 
cc; CWyly^^llllllll^dCKirninsrii 
&ibjecl: Re: Fh^I Dallas Ending of ElagentE 


Yes, please. 


James W, Lincoln 
Managing Directw 
First Dallas, Ltd 

300 Crescent Court 
Suite 1 000 
Dallas, Texas 75201 
7:214.880,4100 
F: 214.880.4175 


"Michelle Boucher” <mboucJier( 



To: <jl( | 
cc: <danmiller@ 
Subject: Re: First OallS 


_ i>. <CWyly« 

funding of Elagent 


Permanent Subcommittee on Investifiations 
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We currently have approx 31. 3M on a call account which has same day 
availability if notified before liam E-ST. The balance will need to be 
raised by further subscriptions from lOM entities. In order to keep 
liquidity for future calls on Winston Thayer, Brazos and Trans Europe Global 
Fund of approx SlKilllon, I should seek additional subscriptions from lOM 
for approx S3Million. Please confirm I should proceed with this for June 
1st subscriptions. 

Michelle 


Origin al Mes s age ; 

From: < jli | 

To: <mboucRerS 

Cc: <awestbroo)^|||||||mgi^; <donmiller@^ 
Sent: Monday, Mayl4^200l 4:43 PM 
Subject: First Dallas funding of Elagent 



>; <CWylyG| 


> Michelle, 

> 

> First Dallas has agreed in principal to funding Eiagent's current round of 

> funding. 

> 

> Our commitment will be for 54,000,000.00 

> 

> After speaking with Andrea, First Dallas has approximately $800k that can 

> be funded from here. 

> 

> We will be advancing them a note for aoproxinately SiOOk on Tuesday 
(05/15) 

> or Wednesday (05/16) until legal counsel has ail paperwork finished. 

> 

> We will try to structure funding over a period of time to reflect your 

> constraints. 

> 

> Please let me know on funding time frame and any other questions you 
might 

> have for me. 

> 

> Thanks, 

> 

> 31 

> 

> James W. Lincoln 

> Managing Director 

> First Dallas, Ltd 

> 

> 300 Crescent Court 

> Suite 1000 

> Dallas, Texas 75201 

> T: 214.880.4100 

> F: 214.880.4175 


Confidential 

SEC_ED00087334 


CONFIDENTIAL 
PSI ED00087334 



4222 


The Irish Trust Company (Cayman) Ltd 


FACSIMILE COVER PAGE 


c c 

TO: 

Mary Cox- pis distributejto pQtmigMiUer|ib-t^higlMtj'W^y 

cc : 

CC: ' 

IHBi 

■■■HP 

From: MicheDe Boucher 




... 

Fax; 345-949-2519 


FAX: 

1-214-1 

Redacted by the PomMieot 

1 Tel; 345-949-0658 




Subcommittee on Investigations 



DATE: 

January SI, 20(^ 



We are tranaBiltmg J^^ agetsl. Pleasecontact the undersigned if there is a problem 
with the transmissioD. 


Mr. Wyly, 

Further to my anmil tast ni ghty flic protecton pl&a to recoisifiCQd a ton! contn&alion of SSMiHitm to First 
Dallas Inteniatitattl for the Febiuary 1, 2002 subsct^on date. 

I have att»;hed a sumiBaiy of cash How since ioceptioB, and details of the short tom ca^ rciptirement that I 
am aware of. 


The lOM tiusts have cootnbitted a total of S29.2 Million to date, of vduCih S24.2Miliioo was cash 
and S5M was jovesOoenls. 

The cash cootributioa has been invested as ftdlows: J4Miltion into direct usvesoDetds, 5 UMSSoa 
to the Lehnuo Managed account and SIS Millioa into First Dai]aa Veotnies (12/31. til balaac^ 
}dus January cootributkiaa of S436K). 



Based w outsiandii^ cocamtzDents to Brazos, Tians-Etin^ Panners and Winston Thayer Coital Partners, 
as well as conmhtments to tund Etageot's operatio&s through .A^iril 2002. 1 have esticoated diat the 
proteciois should reconsnend an additional iDvcstmeidofSSM^on dollars into First Dallai International. 

A zecotsawndatiiu to invest SlMillionwas given to die trustees last night, in order to Toect jlagent 
cocmzdozienu for tomoTrow, I suggest that the protecton also request the additional 52Millioo as a Feb I* 
subscr4>ti<ui to provide for projected cash requirements through April 2002. 


1 <? 


Permanent Subcomnuttee on Investigations 

EXHIBIT #66 -FN 974 



CONFIDENTIAL 

SEa00027725 

PS100039592 




4223 


wm^mm - Redacted by the Permanent 
^^^^^^^^ubcwraratteeonjnvestigation^ 


From: 

Sent; 

To: 

Subject: 


Keeley Hennington 
Tuesday, July 16. 2002 8:16 AM 
Margot Maclnnis < 

RE; FDV and LWLLC' 


Margot - Let's wait and see if you hear back from Michelle on this. I sent Andrea a note 
yesterday asking for timing but she did not get back to me and is out sick today - so I am 
assuming we are safe waiting until tomorrow and maybe in that time you will hear from 
Michelle. My instinct Is to fund from Tyler Trust but would like her confirmation on 
that . 

Thanks 


The preceding e-mail message (including any attachments) contains Information that may be 
confidential, or constitute non-public inforrcation. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients la 
not authorized and may be unlawful. 


Margot Maclnnis 
07/15/02 04:32 PM 


To: khennington^mimi^p, MBoucher@|| 
cc : 

Subject; RE: FDV and LWLLC 


I don't know which trust or entity Michelle would want the cash to move from. But, if the 
fact that Elysium holds a large part of FDI means anything, and assuming the payment can 
come from the Tyler Trust — in Elysium there is a govern.ment agency bond maturing on July 
17th that could 

cover the S600K+. There Is also a large enough GAB in Soulleana, but it 

looks like it may have already rolled over. The only entities with enough 

cash on hand to cover the short term payment of S200K is Gotsemoor. The Tyler Trust 

itself also has sufficient cash to cover the short term payment. 

Let me know what you think. 

Margot 


Original Message — 

Fro.m; khenningt on3fl|||||||H| 
Sent: Monday, July 15, 
To: MBoucher^lllHIIIHmi^ 
Subject: FDV and LWLLC 


2002 4:20 ?M 
Margot Maclnnis 


( Permanent Subcn mniittee on Igvestieatioas 
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Based on the last e-mail on 5/29 Charles approved $210,000 per month for Transfinity and 
3200,000 per month for Seranin. We need to fund the following for rest of July - 3110,000 
Transfinity, S1QO,COO Seranin. So, depending on how cash looks - yot: can either send just 
the $220,000 or 3620,000 to take us through August 31st. Michelle - you may want to send 
just the 3210,000 now since it is more immediate and wait to have another discussion with 
Donnie and Charles on the remaining funding and then you could fund a couple of months. 

All the Elegant related items have been paid - peaceful dispostion and loan payoff so 
these should be the only items going forward. 


Little Woody is to cover mortgate, operating etc till year end 
Let roe know what it is looking like on funding and timing — thanks 


The preceding e-roall message (including any attachments) contains information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient (s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 07/15/02 04:23 PM 


Andrea 

Westbrook 


07/15/02 03:12 
PM 


To: 

cc: 


Keeley Henningto 


Subject: PDV and LWLLC 


I need to get funding for both of the listed entities. I need approximately $410,000 
transferred to FDV. S200k is for Seranin and $210k for Transfinity. I believe these 
where ok'ed, but I think that Michelle is out of the office still and I am not sure who to 
forwarded this on to. 

As for LWLLC, I need probably about $300,000. That should get me through the end of the 
year. The last transfer I have to LWLLC was in February in the amount of $200,000. 

Please advise on who I need to forward the questions 

Thanks ! 

Andrea 
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I have a few funding requests for First Dallas for December. 

526.500 Sale of HEBs IP is complete and need to send final payment as quickly as possible 
S196,00C Funding for Transfinity 

5212.500 Funding for Seranin 

575,000 Monthly expenses for FD and a small cushion to cover unexpected expenses. 

The 26,500 and the 75,000 are needed as soon as funding is available and the fundings for 
Transfinity and Seranin are not needed until December 11. If you have any questions, 
please let me know. 

Thanks ! 

Andrea 
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From; 

Sent: 

To: 

Cc: 

Subject: 


Andrea Westtwook 
Thursday, September 11, 20 03 3:34 P M 
"Ryan Breetzke” ' 

"Dawn Cummings’" 

Re: FW: FW: Funding'for FDV 


|>; "Michdte Boucher* | 


Yes, we need the funding again thi 
correct. If you have any question 


month and the wiring instructions 
, please let me know. 


"Ryan Breetzka" \ 
09/11/2003 04 :42 


<awestbroo)l 


"Dawn Cummings" «iGummings0( 
<mboucher@:^ 

Subject 
FW: FW: Funding for FDV 


k, "Michelle Boucher 


Andrea 

Last month we sent funding for Seranin on behalf for First Dallas 
International's investment In FDV. My understanding is that we need to sent 
the funding again this month but can you confirm that? If so i will ensure 
the funds are sent tomorrow, using the wire instruction below as was used 
last month. 

Regards 
Ryan Breetzke 

Irish Trust Company (Cayman! Ltd 
5th Floor, 103 Harbour Place 
PO Box 10658 APO 
Grand Cayman 
Cayman Islands 

Tel: (345! 

Fax: (3451 



Original Message 

a we s t b r o o k (||||||||||||||||||||||||||||mm||m 

Sent: Tuesday, August 12, 2003 12:11 AM 
To: Ryan Breetzke 
Cc: Amanda Small 


Permanent Subcommittee on Investigattops 
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Subject: Re: FW: Fsindlng for FDV 


Hello! 

Yes, please send funding for Seranin in the amount of $210,000. The wiring 
instructions you have below are correct. If you need anything further, 
please let nie know. 


Thanks ! 


Andrea 


"Ryan Breetzke" 



08/12/2003 11:16 

AM "Amanda Small" < 



Subject 

FW: Funding for FDV 


HI Andrea 

Please can you confirm that we we need to send the funding mentioned below 
le $210,000 in connection with Seranin. Also can you confirm the wire 
instructions i have below to send the funds. 


Beneficiary Bank 
Routing : 

Account Name 


75201 

Account number 
Ref 

Thanks 

Ryan Breetzke 


: Bank of America 

ABA 111 000 025 
: First Dallas Ventures, Ltd. 

300 Cresent Court, 

Suite 1000, Dallas, TX 


Dallas 


International, 


Ltd. 


Irish Trust Company (Cayman! Ltd 
5th Floor, 103 Harbour Place 
PO Box 10653 APO 
Grand Cayman 
Cayman Islands 
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Original Message 

From: Amanda Small 

Sent: Tuesday, August 12, 2003 9:05 AM 

To: Ryan Breettke 

Subject: FW: Funding for FDV 


Confirm with Andrea that she will need the funding for Seranin. 
Amanda 

Original 

a w e s t b r o o 

Sent: Wednesday, July 23, 2003 10:22 AM 
To: Amanda 

j 1 i n col n 

Subject: Funding for FDV 


Hello! 

I am in need of funding for First Dallas Ventures for Transfinity and 
Seranin. To cover the next 30 days, I need $72,000 ($36,000 ASAP) for 
Transfinity and $210,000 for Seranin. These should be the same amounts for 
the next few months (Jim, please correct me if I am wrong) so maybe we can 
set a schedule for them to be wired by the 15th of each month. Let me Xnov 
your thoughts- 

Also, wanted to checlc on the status of the Management Fees for the 3rd 
Quarter for First Dallas. 

If you have any questions, please let me know. 

Than)cs ! 

Andrea 
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From: 

Andrea Westk^ook 

Sent: 

Friday, February 13, 2004 5:44 AM 

To: 

"Ryan Breetzke" 

Subject: 

RE: FW: FW: FW: Funding for FDV 

Monday » 

!ill be great . 


Thanks, Andrea 


"Ryan Breetz)c( 
02/13/2004 07:55 AlT' 



Subject 

RE: FW: FW: FW: Funding for FDV 


I will be sending up the $210,000 up for the FDV financing as usual unless 1 hear 
something different for you. Do you need the money today or is Monday ok? 

Regards 
Ryan Breetzke 

Irish Trust Company (Cayman) Ltd 
5th Floor, 103 Harbour Place 
PO Box 10658 APO 
Grand Cayman 
Cayman Islands 

{345} 

Fax; (345) IMHI 


Original Message 

From; Ryan Breetzke 

Sent: Tuesday, January 27, 2 004 4:42 PM 
To: ' awestbrookVHHHHIil^ 

Subject: RE: FW: FW: FW: Funding for FDV 


I will send the money for value tomorrow to the same wire details as always. 
Thanks for the help 
Ryan Breetzke 

Irish Trust Company (Cayman’ Ltd 
5th Floor, 103 Harbour Place 


Permanent Subcommittee ob Investigations 
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FO BOX iUbOB AFO 
Grand Cayman 
Cayman Islands 

Tel: O'SS) 

Fax: (3^5) 



Original Messag; 

From: awestbrook^ 

Sent: Tuesday, January 27, 2004 4:22 PM 
To: Ryan Breetzke 

Subject: RE: FW: FW: FW: Funding for FDV 


Actually he got back to me a few minutes ago. He said that we will fund 
the S210,00C through April. So I guess at your earliest convenience if you 
could transfer the funds that would be great. 

Thank you! 

Andrea 



PM 

Subject 

RE: FW: FW: FW: Funding for FDV 


HI Andrea 

Sorry to hassle you but did you manage to check or. the Seranin funding? I 
do know Jim can be a difficult man to get hold of fr<«n my few attempts! 
Thanks 

Ryan Breetzke 

Irish Trust Company (Cayman) Ltd 
5th Floor, 103 Harbour Place 
PC Box 10658 APO 
Grand Cayman 
Cayman Islands 
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Original 

a w e s t b r o o k 

Sent: Tuesday, January 2^, 2004 10:20 AM 
To: Ryan Breetzke 

Subject: EtE : FW: FW: FW: Funding for FDV 


Let me check with Jim and I will get back with you. 
Thanks ! 

Andrea 
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From: 

Sent: 

To: 

Subject: 


Keeley Hennington 
Tuesday. March 09, 
'Michelle Boucher* 
RE: Seranin Draw 


Thanks a bunch 


The preceding e-mail message llnciuding any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher” 
03/09/04 04:09 PM 


To 

<khennlngton 

cc 


Subject 

RE: Seranin Draw Request 


I think it is set up to go to you this wee)c - I believe Ryan (here) has it ready to go, 
but I’ll confirm and ask hint to let Jana know what date he wires it. 1 think he usually 
sends it around the 11th or 12th so they have it for the 15th. 

Michelle 




From; )(hennington4HHH^^MHiiHH^^H 
Sent: Tuesday, March 09, 2004 4:44 PM 
To; Michelle Boucher 
Subject: Fw: Seranin Draw Req^uest 


I don’t know what we usually do for this but sounds like we need the infusion of funds. 


Permanent Subcommittee op iDvestigatlons 
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Ths preceding e-mail message (Including any attachments) contains Information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient {s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. tJse, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


Forwarded by Keelsy Henni.ngton/htst on 03/09/04 03:52 ?M • 


Fredericki^H^V 
03/09/04 03:37 PM 


Keeley Hennington/B 


Subject 

Re: Fw: Seranln Draw Request 
(Document link: Keeley Hennington) 


Do I need to request funds from Michelle for FDV? We have about 560,000 left in the 
account. We will need funds before next months draw. Thanks. 


Jana Frederick 
Highlan^s^rgate, Ltd 


Keeley 

Henningt on/htst 

To 

03/09/2004 01:29 Jana Frederick 

PM cc 

Subject 

Fw: Seranln Draw Request 
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Did Andrea mention anything about this? 
sent from FDV I think 


ara not even sure if the money is there - it is 


The preceding e-mail message (including any attachments) contains information that may be 
conf idential, or constitute non-public information. 

It Is intended to be conveyed only to the designated recipient {s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 03/09/04 01:41 PK 


"Allan Duncan” 



Subject 

Seranin Draw Request 


When I spoke with Sarah today, she told me that Andrea had not answered her email reminder 
for cash at Seranin - S210K due this week (before payroll) . 

I am sending this to you to make sure you are aware of the need. FYI, S210K/mo is the 
standard draw for Seranin. 


Allan H. Duncan 
Rockwood Companies LP 
2200 Ross Avenue 
Suite 4500 East 
Dal l a s, TX 75201 
214.1 
214 . 

214 . 69l 
aduncan8^ 
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From; 

Sent: 

To: 

Subject; 


Keeley Hennington 
Friday, Jui y 23, 20 04 3:32 PM 
mboucher(^mip|H||§Margot Maclnnis 
FDi 


Just so I do not forget this down the road - as we discussed today, FDV is looking at a 
potential committment of SIOM for a new venture that would be run by Allan Duncan and Jim. 
It will be a longer term committment - 1st deal likely to be signed by 8/15 with funding 
by 9/15. Expected in the 500k ~ IM range. Thought we should probably get in the cash 
flow even though it is still tentative 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated recipient (s) . If you are not an i.ntended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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■ = Redacted by the Permanent 
_Subcommittee_on Investigations 


Ldimaa Brothers 

REALIZED G^J^NDLOSSES 

FIRST DALLAS INTERNATIONAL LTD 

From OJ-OJ-m Through 09-09-01 


C^en Close 

Date Date Quantity Security 


07-0&-00 10-05-00 


07-26410 11-01-00 

09-14-00 il-01-00 

09- 28-00 n-01-00 

10- 05-00 11-13-00 


11- 15-00 11-16-00 

12- 06-00 12-12-00 

08-11-00 12-12-00 
11-06-00 12-13-00 

11-064)0 12-18-00 

11-28-00 !2-!8-00 
11-06-00 12-19-00 

n-08-00 12-20-00 
11-06-00 12-26-00 
11-06-00 12-28-00 
11-06-00 12-29-00 

01-04-0] 01-044)1 

10-05-00 01-04-01 


04-13-00 01-17-01 

12-19-00 01-22-01 
12-19-00 01-22-01 


2.475.000 Federal Naiionid Mtg Assa 
I^sc Note 

0.000% Due iO-Q54» 

1,250 •'••TyconiiJd 

10.000 Parker Drilling Co 

2.000 Simpletechlnc 
210.000 Federal NaeioiKi} Mtg Assn 

Disc Note 

0.000% Due 01-04-01 

1.000 CuregenCorp 

5.000 SouthMivCo 
3400 Teliklnc 

28.800 •*“Wts Lehman Bn^bers 
Finance S.a. At The 
25.000 ••"Wts Lehnao Brothers 
Finance S .a. At The 

5.000 Rigel Phormaceuitcals Inc 

10.000 ■*’”Wts Lehman Brothers 
Finance S.a. Al The 

-SO Call Bear Steams Dec OSS 
Cboe 

27,500 ■*»»Wk Li^unan Brothers 
Finance S.a. At The 
31,300 “**Wis Lehman Brothers 
Finance S.a. At The 
27.400 ***Wts Lehman Brothers 
Fmance Si. At The 

5.000 Dyaegy (nc (Holdiag Co) C! 
A 

2.813.000 Federal National Mtg Attn 
Oise Note 

0,000% Due 01-04-01 
10.000 Memoran Ekptoratioo 
Company Com 

2,500 Sbe Commooications lac 
-2S Call Sbe ComroBO Tan 045 


01-04-01 01-24-01 

01-044)1 01-254)1 


01-04-01 02-01-01 


09-14-00 02-07-01 
02-15-01 02-16-01 
11-08-00 02-20-01 
01-19-01 02-204)1 
01-17-01 02-20-0! 

01-19-01 02-204)1 
01-16-01 02-20-01 
01-224)1 02.21-01 


-SO Call Bear Stearns Jan 060 
' Cbc« 

200.000 Pedenil Home Loan Bank 
Disc Note 

0.000% Due 02-01-01 
2,625.000 Federal Home Low Bank 
Disc Note 

0.000% Due 02-01-01 

20.000 Parker Drilling Co 
5,000 Rivetstooe Networks Inc 
5,000 Bear Steams Cotnpaoicslne 

-25 Coil Tellabs Inc Psb 050 •••• 
-50 Call Williams CO Feb 040 
Cboe 

2,500 TclItAslnc 

5.000 Williams Companies Inc 
-SO Coll Bear Steanzs Feb 065 


Gain Or Loss 

Cost 

Basis Proceeds Short Term Long Term 



TJ^repenhasbeenjaoctc^maaxt^wUhnm Brothers diem (rddDesr«iK*taKplia^yoiraeKnvnxoat^Stmag(s}, ^Mdit^kSdlyr^x/nyou-posi^asdiffm 
cnthebodacstdreconbtfthefirm Ti^repalcaVCBtvU^>rna6on{wdu^r^iKtiwilMudlnonca,aualaatista:istks)aiuvKdpmixyiaac»asicksourves;vie<iorKSivmsei^ 

c)idt}mr^xB%avaisiatia-accotBasaiiein!rsoroxidea3ifinM Pcrntatient Subcommittee on lavestteations I ccnstdoiw''“w«64»»'- 

I EXfflBIT#66-FN977 | 


Confletentlal Treatment Requested 


BA 155451 



4237 


Legman Brcdhers 


F = Redacted by the Permanent 
Subcomrruttee on Investigations 


REALIZED 

Account I 


FIRST DALLAS INTERNATIONAL LTD 

From 01-01-00 Through (^-09-01 


Security 


L^ngTen 


01-17-0! 02-21-01 


01- 19-0! 
03-07-01 

03- 02-01 

02- 09-01 

03- 02-01 

04- 23-01 

04- (»-01 


02-21-01 

03-19-01 

03-20-01 

03- 26-01 

04- 23-01 
04-24-01 
04-27-01 


01-31-0! 05-03-01 


04-20-01 05-21-01 
04-264)1 05-21-01 
04-20-01 05-22-01 


04-27-01 

01-19-01 

04-27-01 


06-06-01 

06-18-01 

06-19-01 


-SO 0^1 Jack Henry & Feb OSO 

-25 Call Tellabs Inc frb 055 

1.000 EspeedIncaA 

-50 Call Oracle Coip Mar 
17.5— • 

2.000 Third Wave Technologies fac 

5.000 OnideCotp 
2,375 Aquila inc a A 

5,000 Shamrock Lo^stics L. F Com 
(Jail Ltd Partne 

2.219,000 Federal National Mig Assn 
Disc Note 

0.000% Due 05-03-01 
1.300 Applied Materi^s lac 

5.000 L-3 Communications Hidings 
Inc 

-13 Call Applied Mat May 055 
'50 Call 1.-3 Conunun May 075 
-17 Cali Applied Mat May 055 

2.500 Adept Technology Inc 
-20 Call Calpine Cotp iun 055 

2.000 CuipineCorp 

1.500 Tellabs Inc 

•20 Call Calpine Corp Jun OSS 


05- 21-01 06-19-01 4,000 Peabody Energy Corponition 

06- 29-00 06-25-01 25,000 ••“WisLshmanBrosRnoce 

SaCallWts 10 U 

05453-01 07-20-01 1.295.000.00 Federal Home Lwm Mtg Corp 

Oise Note 

0.000* Due 08-02-01 
•30 Coll Jumper Ntwk Jul 065 


04- 2001 07-24-01 

05- 03-01 08-02-01 


946,000.00 Pedertd Heme Loan MtgCoip 
Disc Note 

0.000% Due 08-02-01 
10,000 Sietn Pacific Resources New 


OS-09-OI 08-21-01 
TOTAL GAINS 
TOTAL LOSSES 

TOTAL REALIZED OAIN/LOSS 417,752.67 



3 
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mmmmmm ~ Redacted by the Permanent 


From: 

"M. Boucher* 4|||||l 

Sent: 

Friday, Octobe^^ 

To: 

<awestbit)ok(gfl||[ 

Cc: 

<khennington3m 

Subject; 

FD! Management Ft 

f yi 



Original M essage 

"Ryan Breetz)ce”^^^^^^^^H||||||||||||||||H^^H|^^^^|k 

Date: Frl, 15 Oct 2 0 


Hi Jim 

I have sent through a wire request for payment of the 4thQ management fees for FDI . The 
payment was based on a 90% of the estimated fee and came to $110,093.81. You should expect 
the funds on Monday as the fax only went late this afternoon. The calc is attached. 

Regards 

Ryan Breetzke 

Senior Fund Administrator 

Irish Trust Company 

5th Floor Harbour Place 

P. 0. Box 10658APO 


Grand Cayman 


Cayman Islands 
Ph : 1-345-^1 
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>We had a cash call for First Dallas last Friday. We borrowed the money 
>from Stargate until we can receive funding from First Dallas International. 
>We fiinded Cool Partners $1,250,000. From my understanding {which is not 
>always correct, ;o}) PDI will fvmd the entire amount to First Dallas, Ltd. 

> 

>Since I am still learning exactly how these cash calls are done, please let 
>me know what the procedures are for doing this. 

>Thanks again for all of your help! 

> 

>Andrea 
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INVESTMENT MANAGEMENT AGREEMENT 

This INVESTMENT MANAGEMENT AGREEMENT (this “Agreement”), dated as of 
April 1, 2000, between FIRST DALLAS INTERNATIONAL, LTD., a company organized under 
the laws of the Cayman Islands (the “Company^ FIRST DALLAS, LTD., a limited 

partnership organized, trader the laws of fee State of Texas (fee “Investment Manger”). 

WHEREAS, the Company desires to retoin the h?vestment Manager to provide 
investment management services to the Company and the Investment Manager desires to' agree 
to be so retained, 

NOW, THEREFORE, in consideration of the premises and fee mutual covenants and 
agreements set forth herein, and other good and valuable consideration, the receipt and 
sufBciency of which are hereby acknowledged, fee parliM agree as follows: 

Section 1. Retention of the Invefitment Manaper 

(a) The Company hereby retains the Investmait Manger and fee Investment Manager 
hweby agrew to act as investment manager of the Company to invest and reinvest all assets of 
the Company. All investment decisions for the Conqiany will be made by fee hivestment 
Manager. The Company has fiimished to the hivestaiKit Manager a copy of fee Company’s 
Articles of Association, and will from time to time furnish the Investmait Manager with copies 
of any amendments thereto. Until such amendments are delivered to the Investment Manager, 
matters therein stated shall not be binding on fee Investment Manager. All investments of the 
Company and all investment activities offee Investment Manager on behalf of the Company 
shall at all times conform to and be in accordance with the requirements imposed by (i) any 
provision of applicable law, and (ii) fee provisions of the Company’s Articles of Association as 
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amended from time to time. The Investmrait MaMgCT shall furnish investment management 
services to ttie Company for so long as tibis Agreem«it is in effect. The Investment Manager 
shall not be deemed an employee of the Gon^)any, and rfiaJl have no authority to act for, 
i^fesent, bind or obligate the Company except as paovided for in fiiis Agreement. 

(b) The authority of the Investment Manager includes, without limitation, foe aufoority to 
open, maintain' and close, in the name and (m hdialf of foe Company, securities accoimis 'with 
any brokerage firm or custodian accounts with any financial institution designated by foe 
Investment Manager in its discretion and in connection 'foerewith, to (i) purchase, hold, sell, 
tender, exchange, convert, exercise and ofoerwise acquire or dispose of and trade and deal in or 
with, foreign or dom^tic securiti^, boft registwed-or unregistered, such as common and 
preferred stocks, notes, bonds, e'vidences of indebtedness, certificates of dq>osit, voting trust 
certificates, stock warrants and rights; (ii) place put and call options on, and purchase and sell 
securities, currencies and forward contracts relating thereto; (iii) engage in ^ort sale 
transactions, on margin or ofoerwise, and to cover short sal^; (iv) borrow money, securities or 
other property, and to trade on margin and to pledge, hypothecate or rehypothecate assets to 
secure such borrowings or other indebtedness or obligations in conn«:tion 'wifo foe foregoing 
activities; and (v) execute such assignments, instruments of transfer, orders and other instruments 
and to enter into such agreements as maybe necessary orproper in connection wifo foe 
performance of the Investment Manager’s dudes under fois Agreement. 

(c) The Investment Manager shall endeavor to keep the assets of the Company invested 
as it deems appropriate from time to time, including maintairung any portion of foe assets of foe 
Company in cash. The Investment Manager may invest the assets of the Company in any 
investments it deems appropriate, including without limitation publicly traded securiti«s, other 
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securities and investment contracts, interests in limited pifftnersjups and other investment funds 
of any type, other tangible and intangible personal |Mop«ty, tod real property. Tlie investments 
and reinvestinents made by the Investm«it Manager shall be based on 'such research and 
inquiries as the Investment Manager deems qjproiniate. The investment and reinvestment of the 
assets of the Con^any, including the porchase or sale of any securities or the borrowing of any 
fimds on behalf of the, Company, either on a secured or unsecured basis, shaE.be exclusively 
within the control and discretion of the Ihyestmait Manager. 

Section 2. Compensation of the tovestment Manager . 

As cor):q)ensation for the fovestment Managa:’s services under this Agreement, the 
Investment Manager shall be entitled to receive a quarterly fixed fee calculated in accordance 
with the following definitions and subject to the following conditions: 

(a) The fee for any fiscal quarter shaU be an amount payable in advance equal ^ one-half 
of 1 % of the net assets ofthe Company on the first day of such quarter. The Company shall pay- 
the fee in U.S. dollars to, the hivestment Manager widrin ten days after the first day of each fiscal 
quarter. In the event that the Investment Manage is not acting as such for an entire fiscal 
quarter, the fee payable by the Company for such fiscal quarter shall be prorated to reflect the 
portion of such fiscal quarter in which the Investment Manager is acting as such under this 
Agreonent. . 

(b) For purposes of this Section, net assets of the Company shall be determined on the 
accrual basis of accounting in accordance with gwierally accqjtcd accounting principles, except 
where the Investment Manager, in its sole discretion, detOTnines that other adjustments are 
required or are fair or reasonable, and in accordance with flie following: 

(i) No value shall be assigned to goodwill. 
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(ii) Organizationai expenses of the Company shall be capitalized and amortized ovK- 
a five year period beginning with the commem^ent of operations of the Company. 

(iii) Accrued investment managcancsot fees and othM" fees shall be treated as liabilities. 

(iv) With regard to common stodcteldbythcCompany, dividendspayable to 

sfaareholdei^ of record that are payable after the date as of which the total net assets are being 
detennined shall be treated as a liability of fee payor of such dividend and an a^et of the payee 
of such dividend. , ' ' 

(v) The value of positions in securities shall be as follows: 

(A) securities that are listed on fee New Yoit Stock Exchange and are freely 
transferable shall be valued at their last sales price on the consolidated t^e on the la^ 
day of fee relevant period, or, if no sales occurred on such day, at the "bid” price on the 

' consolidated t^e at the close of business on such day and if sold short at fee “asked” 
price at the close of business on such day, 

(B) securities that are listed on national or international exchanges other than the 
New York Stock Exchange and arc fieely transferable shall be valued at Iheir last sale on 
fee exchange that constitutes the principal market on the last day of the relevant period, 
or, if no sales occurred on such day, at fee “bid" price on such exchange at fee close of 
business on such day and if sold short at the "asked” price at the close of business on 
such day, 

(Q securities traded over fee coimter which are freely transferable shall be valued 
at the last sales price on last day of the relevant period, or, if no sales occurred on sudi 
day, at the “bid" price at fee close of business on such day and if sold short at fee “asked” 
price at the close of business on such day. 
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Notwithstanding, the foregoing, if the securities to he constitute a block whicl^ in the 
judgment of the Investmwit Manags’ could not be liqd^ed in reasonable tim'a without causing 
a material adverse effect upon the market, saich block shall th«i be vaiuai as may be reasonably 
determined by the Investment Manager; provide howeveri that the unit value shall not exceed 
of the quoted m^et price for such security. 

(vi) All other ' assets of die Company diall be valued in the manner, dete rmin e by the 

Board of Directors of die Company to reflect &eir fair iparket value. 

Section 3. Expenses . The Investment Manager will render the services set fcaih in this 
Agreement at its own expwise, including the salaries of employees necessary to render s,uch 
services, all general overhead expenses including computer and quotation equipment, telq>hone 
service, financial manuals, news services, subscriptions, office supplies and related travel 
expenses) attributable to its employees and other expenses incident to the raidering of such 
services. The Company shall pay its own expenses including die fees paid to the hivestnient 
Manager, accounting and legal expend, organizational and offering expenses and all 
investment expenses (including brokerage commissions, custodial fees, interest on margin • 
accounts, borrowing charges for securities sold short and short sale dividends). 

Section 4 Reports to the Company . The Investment Manager shall submit or cause to be 
submitted to die Company such reports of the assets of die Company and of the market value of 
such assets under its management as the Company shall from time to time reasonably request. 
The Investment Manner shall not incur any individual liability or responsibility for any 
determination made, advice given or otha action taken or omitted by it in good faidi with respect 
to the determination of the value of the assets of the Company under its management. 
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Section 5. Selection of Brokers and Custodians . 

(a) The choice of brokers and dealers, if any, employed in connection with die 
investment and reinvestment of the assets of the Conqjany shall be exclusively within die control 
and discretion of the Mvestment Manager. In ite selection of brokers through whom purchases 
and sales on behalf of the Company will be n^e, the Investment Manager need not solicit 
competitive bids and has no obligation to seek die lowest available commission cost. In 
selecting broker/dealers, the hivestment Manager may use its discretion as to whether to 
negotiate “execution only” commission rates, in negotiating commission rates, the Investment 
Manager shall take into account the special execution capabilities, financial strength and stability 
and reputation of the broker/dealer and the brokerage, research and other service provided by 
such broker/dealer, regardless of whether fiie Company is flie direct or indirect beneficiary of the 
researeh or other services provided, hi addition, the hivestment Manager shall be authorized to 
direct commissioi^ to certain broker/dealers who furnish other services to the Investment 
Manager, such as telqihone lines, news and quotation equipment, office equipment, account 
record keeping and clerical services, financial publications, economic consulting services and 
office space and facilities. The Investment Manager or its affiliates may in the figure establish 
an affiliated broker/dealer through which securities transactions for the Company may be 
executed. 

(b) The Investment Manager shall have the authority to select and appoint brokerage 
firms, banks or any other type of administrator or custodian for the assets of the Company as it 
deems appropriate. 

Section 6. Allocation . When die hivestment Manager deems the purchase or sale of 
securities to be in die best interests of the Company and of affiliates or other clients of the 
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Investment Manager,, the Investment Manager may a^r^g^-^e securities to be purchased or 
sold. In such even^ allocation of the secorhies purchased of sold, m well as expenses incurred in 
the transaction, shall be made in a manner whidr' the Investment Manager consider to be the 
most fair and equitable to. all of its clients, including fee Coirjpmy. 

Sectioh 7. liability of the favestmeht Manner . The hiyestment Manager shall pve the 
Company the braefit of -its best judgment and eSbrte in rendering services under this Agreement 
It is agreed that as an inducement to the Investmait Mamger’s undertaking these s^vices, the 
Company shall indemnify, defend and hold hannless fee Investment Manager and its partnem, 
represKitatives and employees and the members, manageas and employees of the Investor:)! 
Manager’s general partnw (collectively, fee “Indemnified Parties”) against all expenses 
(including reasonable legal fees and disbursements actually incuired), judgment, fines and 
amounts paid ul settl^ent of and reasonably incurred in connection wife any legal, 
administrative or investigative proceeding relating to the performance of the Investmmit 
Manag«-’s duties under this Agreement. Notwithstanding fee foregoing, nothing in this 
Agreement shall be deemed either to protect or to purport to protect the Investment Manager or 
the fodemnified Parties against any liability to which it would otherwise be subject by reason of 
willful misfeasance, bad feith or gross negligence in the perfonnance of its duties hereundea- or 
by reason of its reckless disregard to its obligations and duties under this Agreement. 
Notwithstanding any other provision of this Agrewnent to the contrary, nothing in this 
Agreement shall be deemed to waive or limit any rights that the Company may have under 
United States and state securities laws that impose liabilities under certain circumstances on 
persons who act in good faith. 
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• Section 8. Ofeer Activities of Investmeat Manager . The Company recognizes that 
the Investment Manager or its afSlia^ maybe become associated widi othra investment 
entities and engage in investment management finr otheas. Except to the extent nei^sary to 
perform its obligations hereunder, noSimg in fliis Agreement shall be deemed to limit or restrict 
the ri^t of the Investment Manager or ite affiliates to engage in, or to devote time and attention . 
to the management of any other business, whetoer of a smiilar or dissimilar nature, or to tender 
services of any kind to any other corporation, finn, individual or association. As a ^ult, tiie 
Investment Mmagcr and its affiliates and other ciimts may hold substantial positions in 
securities that are owned by the Con^any. If the Investtnent Manager and its affiliates or other 
cliente hold a substantial position in an issuer, KquidiQf and concentration considerations may 
limit the ability of the Investment Mmager to add to the position on bsiialf of the Company or 
other clients or to readily dispose of the position. It is understood by tiie Company that although 
the availability at «;cepl 2 ble prices of investment may from time to time be limited, it is the 
policy oftiielnvestmentManagerand its affiliates to allocate purchases and sales of such 
securities in a manner deemed fair and equitable to all clients, including the Company. The 
Investment Manger may on occasion give advice or take action with respect to accounts of its 
otoer clients that differs from fee advice given with fee respect to or actions taken on behalf of 
the Company. 

Section 9. Term , This Agreement shall continue until the close of business on 
December 31, 2005, except that either party may terminate the Agreement effective as of the last 
day of any fiscal quarter by giving the other written notice of termination not less fean 90 days 
prior to the end of such quarter. This Agreement shall automatically be extended for successive 
one-year periods unless either party hereto gives written notice of termination not less than 90 
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da>^ prior to the tennination date. In the event this Agreement is tenninated, the Company shall 

inanediately change its. name and cease all use of or reference to the name “First Dallas” or any 

name closely resembling such name. • . « ’ 

Section 10. Notice . All notices diali be in writing and shall be deemed to have been duly 

given if delivered pmonally, by overnight cornier or by fecsimile (receipt confirmed) or if 

mailed by registered mail, postage pr^aid, to the following respective ^dresses until a different 

address is specified in writing by a party to flie othw par^: 

To the Company: 

First Dallas International, Ltd. 

c/o bish Trust Con^any. ' 

U^and House, P.O. Box 30868 SMB 
George Town, Grand Cayman 
Cayman Islands, Briti^ West hidies 


' To the Investmeoit Manager: 

First Dallas, LtdL 
300 Cr^cent Court, Suite 1000 
Dallas, Traces 75201 

Section 11. Assignment This Agreemrait shall onlybe assi^iahle with tiiepriorwritten 
consent of the other party. 

Spyin g Law - This Agreemrait and all performances hereunder shall be 
governed by and construed in accordance with tire laws of the State of Texas. 
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■ IN WETNESS WHEREOF, the parti» hraeto have executed this Agreement as of the date 
first written above. 

FIRST.DALLAS INimKATIONAL, LTD. 

By: 

Name: 

■ Title; 


FIRST DALLAS, LTD. 


By; FirstDallas GP,L.L.C. 
Ite: General Partner 


By: 

Charles Wyly 
Manager 
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05/18/00 14:20 FAS 


® 002/002 


M WITNES S' 'WHEREOF, iha parties hereW have execated this Agraemnit as of the date 

first writtEnabovB. ■' 

FIRST DALLAS INTEKNATIONaL, LTD. 



Name: '^•'Vkhni V -fh^rriei^ 

Tifls: . 


FIRST DALLAS. LTD. 

By. First Dalles GP, L.L.C. 
Ds: General Partner 

By 

^ CharlBs'Wyly 
Manager 
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From: 

Sent: 

To: 

Subject: 


Keeley Hennington 
Tuesday, June 20, 2000 3:22 AM 
Andrea Wesifcffook 
Re: FDL 


- Forwarded by Keeley Hennington/htst on 06/20/00 10:22 AM - 


"Miche i le Boucher ” 
06/20/00 09:08 AM 


To; <khennlngtor 
Subject: Re: FDL 



Investments in managed funds or managed portfolios are talcing place in FDI, ie. Deerfield, 
Lehman Brothers account, Libra, Brazos. We look at FDV as a 'venture capital fund’ and 
Donnie/Jim are managing it, making the investment decisions. So at FDI, we show an 
investment in FDV (carried at cost) as we consider it to be a 'managed' fund. We 
structured the fees as 2% at the FDI level, which effectively gives them 2% on ail 
investments - akin to a fund of funds manager’s fee. We decided to book a 20% performance 
type fee at the FDV level, as this is the money Jim 6 Donnie are really 'managing' . I 
have not seen this document, but John KcCafferty would have drafted it, so try him if you 
want to before Elaine is back. He 6 I have spoken about it, but net in any detail. 

The approximate S80K is right. 

FDI books are to be done offshore, FDL and FDV should be kept domestically. 

I only need to receive information on the Investments we hold directly. We are also 
receiving Brazos information. We need to make sure that Jim knows any further funding for 
Brazos capital calls needs to go from FDI. I don’t need to receive info on Cool Partners, 
Rocket Logic, 4G etc... (the investments made by FDV). But I do need to receive a 
portfolio and trial balance for FDV each month, and what FDl's proportionate share of the 
net assets is (1 think it is 100%). 


FDI will make additional contributions to FDV as needed. We need to set up a more formal 
capital call request system. Currently Jim calls me and Donnie confirms it. They should 
really send me a written request signed off by Jim and Donnie as FDL (like what Brazos 
does) . Since it is all family funds at this time, it is no big deal, but would be good to 
get in place. 

It also provides support to the directors of FBI, that the Investment manager FDL is the 
decision maker for the additional investme.nt in FDV. 


Let 


: know if you need anything else! 


Original Kess 

From: khenningtonj 
To: mboucher€c 
Cc: awestbrookH 
Date: Tuesday, June 20, 
Subject: F! 
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>Michelle- 

>Andrea and I met with Jim today on First Dallas. He did find the 
>managment agreement between FDI and FDD for 2% annual fee based on the 
>asset value of FDI. Andrea said the first payment was for $80,000 
>which would make sense . I think the total assets of FDI are about 

>S16MM. We have not been able to find an agreement that addresses the 20% fee but are 
still looking. 

>Andrea is going to check with Elaine when she gets back Wednesday. 

>Here are some of the questions we had — do you know why some of the 
>lnvestTnents are made directly from off-shore versus through FDV? I 
>assuming some can only be funded off-shore. Jim said he is getting all 
>the information on Brazos and some of the other investments. I told 
>him this information needed to come to you and he could request a copy. 

>1 know they are managing all the investments, but 1 still think you 
>have to keep the books. Jim seems to think this will all be done here. 

>Were you involved In any of the discussions related to the 20% 

>agreement and how performance would be measured? We will also get with 
>Elatne on this. 

>ls the total investment from FDI to remain constant. ie, as we make 
>more investments in FDV will this be additional money funded to FDI or 
>wiil it co.me out of the existing asset base. * 

>Sorry for all the questions, but I was not involved in any of this up 
>front. Thanks 
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mmmmmm ~ Redacted by the Permanent 
Subconmittee on Investigations 


From: 

Sent: 

To: 

Subject; 


Keeley Hennir^ton 
Tuesday, May 28. 200^7:56 AM 
"Schaufele, Louis J." 

Re; 1 St dailas 


Lou- - -I- thought Dawn-gave- bhi-s- a-Rfo-to-M-lchelle- OB-FEiday-^ — I£-aot.,-.please let- me-know.- and 
1 will get it to you asap. Then maybe you and 1 can talk about any other issues that are 
out there. I have an IRS agent In this morning and once I get him settled 1 will give you 
a call 

Keeley 

In case not the companies are : Roaring Creek Limited, Roaring Fork Limited, Elysium 
Limited, Elegance Liinlted. - all lOM companies 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (si . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Schaufele, Louis 
OS/28/02 08:38 AM 



To: "’keely hennington’" 
cc: "Crittenden, Michele M.* 
.Subject; 1st dailas 


In regard to syndicate deals: 

Could you tell Michele or me whom the owners of 1st Dallas, I assume that it is lOM corps. 
I understand that you are working on some type of document regarding this. If in the 
Interim I )cnew this it would allow us to book a hot deal in the account. This is not 
critical but 1 thought I would ask (we can wait on Boucher bat if it isn't hard to know 
the lOM corps, then I can answer our folks.) thanks 


IMPORTANT NOTICES: 

This message is intended only for the addressee. Please notify the sender by e- 
maii if you are not the intended recipient. If you are not the intended recipient, you may 
not copy, disclose, or distribute this message or its contents to any other person and any 
such actions may be unlawful. 

Banc of America Securities LLC{"BAS"} does not accept time sensitive, action- 
oriented messages or transaction orders, including orders to ourchase or sell securities, 
via e-mail. 


Permancpt Subcommittee on Investigationi 
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imST DALLAS, ISD. 
Liznited I^itneral^ Agreement 


This LimitedP^^®^^? Agreement (to " Agreement '*’) of FIRST DALLAS, LTD., a Texas 
Hmited partnership {fee " Partnership 'T. is entered into cffisctiw as of February 7, 2000, by and anong 
FIRST DALLAS GP, L.L.C., a Texas limited lability as the sole general partner (the 

' Gengal Partner "!, and the pereons listed on .*^rftedule A as timited partners (the " Limited Partners ”! 

The General Partner and the Limited Partows arc hereiirw^KtivelyTeferred to^as toe " Partners ." ' ' 

ARTTCLEI - ■ . 

‘ OrganiTfltion 

1-1 Formation . Subject to the provisions oftoAgr^ment, the Goaerai Partner and the 
Limited Partners do hereby form the Partner s hip pursuant to and in accordance wito the laovisions of llw 
Tex^ Revised Limited Partnership Act (as am«idcd from tone to time, the "Act"), The Partnership shall 
continue until liqiudatioii and termination of Am Partnership in accordance wito tWs Agreement and the 
Act 

1.2 Name . The name of toe Partnership is FIRST DALLAS, LTD.. The Genera! Partner 

may, in its sole discretion, change toe name of fee Partnership from time to time, shall give pron?)! 
writeai notice thereof to the Limited Partners and shaU pronqptly file in the office of fee Secretary of Stete 
of the State of Texas an amendment to the Partnership’s certificate of limited partnership reflecting such 
olangeofname., - 

1.3 Character of Business . TTic purposes of the Partnership shall be to engage or participate 
in any lawfUl business activities in which a limited partoership organized in the State of Texas may 
oigage or participate. 

1.4 Registered Office and Agent Place of Business . The address of fee Partnmhip's 
registered office and its principal place of business shall be 300 Crescent Court, Suite 1000, Dallas, 

Texas 75201. The Partnemhip's registered agent at such address is Elaine Spang. The General Partner 
may changesuchregisteredoffice, registered agent or principal place of business from time to time. The 
Partoership may from time to time have su<fe ofecr place or places of business within or outside toe State 
of TexM as may be determined by toe General Partnei;. 

L5 Fiscal Year . The fiscal year of the Partnership shall end on December 31 of each 
calendar year. 

1 .6 Filinas . Upon the request of the General Partner, toe Limited Partners shall promptly 
execute and deliver all such certificates and otoer instrument as shall be necessary for the General 
Partner to accomplish all filing, recording, publishing and other acts appropriate to congjly with all 
requirements for the formation and operation of a limited partoership under the laws of the State of Texas 
and for toe qualification and operation of a Hmited partnership in all otoer jurisdictions where toe 
Partnerehip shall propose to conduct business. 
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ARUCLEn 
Capita} Ctmtributimis 

2.1 Capita! Contributions . Tbe Partners haw contributed capital to the Partnership in Qie 

amounts respectively set forth opposite each iian« ot Schedule A . No Partner shall be required 

to mal<e adthtional capital contributions to the Partoership wjthwit such Partner’s laior written consent. 
The capitel contribution commitments of die Partners (whethCT now or hereafter made) are solely for the 
benefit of the Partners, as among themselves, and may notbc enfOTced by any creditor, receiver or trustee 
of the Partnership or by any otto person. 

2.2 No Return of Capital CcntrflHrtiona . No Partner is entitled to a withdrawal nr rehim nf iis. 
capitel contributions and each Partner shall look soWy to distributions from the Partneridiip for such 
purpose. 

2.3 No Interest . No Partner diall be ottifled to intoest m its capital coctributicnis, and any ' 
interest actually received by reason of in vestacnt of any part of Partnership funds shall be inc lu ded in the 
Paitnerehip’s property. 

ARTICLE in 

Rights and OblieatioDS of Partners 

3.1 M§SS^S!™t- The management, control and direction of die Partnership and its 
qjerarions, busings and affairs shall be vested exclusively in die General Partner, who shall have the 
right, power and authority, acting solely by itself and without the necessi^ of ^jproval by any Limited 
Paitner ot any other person, to cany out any and all of the purposes of the Partnership and to perform or 
refrain from perfonning any and ail acts diat die General Paitner may deem necessary, desirabie, 
■approfffiate or incidental thereto, including borrowing mon^ or otherwise obtaining financing from any ' 
souroe (itouding the General Partner or any of its Affiliates, regardless of whedier the General Partner or 
any of its Affiliates may profit therefrom) for Partnership purposes, and to pled^, mortgage, grant 
security interests in and otherwise encumber all or any part of the assets of the Partnership as security for 
such borrowings or financing arrangements. No Limit^ Partner shall participate in the managen^t, 
control or direction of die Partnership's operations, business or affairs, transact any business for die 
totnership, or have the power to act for or on behalf of or to bind the Partnership, such powHS being 
wsted solely and exclusively in the General Partner. The General Partner and each of its Affiliates shall 
be Mitided to reimbursement for all reasonable expenses r^pectively paid or incurred by or for it on 
behalf of the Partnership. The General Partner shall not be removed, suspended or (except as provided in 
Section 7.11 replaced widiout its consent. 

32 Tax Matters Partner . The General Partner shall be the tax matters partner of the 
Partnership and. in such capacity, shall exercise all rights conferred, and perform all duties impwed, upon 
a tax roattert partner under Sections 6221 through 6233 oftbeln^alRewnue Code of 1986 (as 
amended from time to time, the " Code 'ri and die regulations promulgated thereunder. 

33 Other Activities. NeitherthisAgrcementnoranyprincipleoflaworequityshall 

preclude or limit, in any respect, the right of any Partner or any Affiliate thereof to engage in or derive 
profit or compensation from any activities or investments, nor give any odier Partner any right to 
participate or share in such activities or investments or any profit or condensation derived therefrom. 

3^ Consents and Limited Voting Rights . The Limited Partners (whether individually or in 
combination) shall not be entitled to consent to, vote on or approve any matter for whiedj the action of 
such Limited Partners is not expressly required by law or this Agreement, or not requested hy the General 
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Partner. In the case of any matter for which fee action of tte Limited Partners is expressly required by 
law ch: this Agreemmt or is requested by fee Oen^ Partner, action shall (unless a different 

percentage is specified by law, this Agreement or fee ■General Partner) be effective against and binding on 
all Partners and tte Partnership if taken wfth fee censott of the General Partner and the consent, vote or 
approval of the Limited Partners then representing a nu^taity in interest of all Limited Partners. 

3.5 Liability of Partners . 

(a) General Partner . NEITHER THE GENERAL PARTNER NOR ANY OF ITS 

OFFICERS, DIRECTORSrMANAGERS* MEMBERS £)R PARTNERS NOR AilY^AFFILIATE OF 

ANY OF THE FOREGOING SHALL BE LIABLE. RESPONSIBLE- OR ACCOUNTABLE EN 
DAMAGES OR OTHERWISE TO THE PARTNERSHIP OR ANY OF THE UMTIED PARTNERS 
FOR ANY ACTION TAKEN OR FAILURE TO ACT (EVEN IF SUCH ACTION OR FAILIMe TO 
ACT CONSTITUTED THE SIMPLE NEGUGENCE OF THE GENERAL PARTNER OR SUCH 
OFFICER, DIRECTOR. MANAGER, MEMBER OR PARTNER OR ANY AFFILIATE OF ANY OF 
THE FOREGOING) ON BEHALF OF THE PARTNERSHIP WITHIN THE SCOPE OF AUTHORITY 
CONFERRED ON THE GENERAL PARTNER BY THIS AGREEMENT OR BY LAW UNLESS 
SUCH ACT OR FAILURE to ACT WAS PERFORMED OR OMTITED IN BAD FAITH OR 
CONSTITUTED WILLFUL MISCONDUCT OR GROSS NEGUGENCE. 

(b) Limited P^ers . No Limited Partner shall be liable for fee debte, liabilities, 

contracts or other obligations of the Partnership excqjt to fee extent (i) of any uiqjaid capital contributions 
it shall have agreed to mate to fee Partnerehip, 00 of its share of the assets (including undistributed 
revenues) of the Partnorship and (iii) iwovided in fee Act wife respect to distributions made to the Limited 
Partner by the P^ership. . 

3.6 Indemnificatioh . ' - . 

(a) The Partnership shall indemnify and hold harmless the General Partner, fee 
Limited Partners, any of their respective officers, directors, stockholders, managers, members, partoeis, 
en^loyees and agents, and any Affiliate of any of the foregoing (each individually, an " Tndwnnitee ") in 
any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative, 
arbitrative cff in-yestigative, to which an Inderonitee was or is a par^ or is threatened to be made a paly 
by reason of the fact that it is or was a Partner, an officer, director, stockholder, manager, member, 
partner, enq>loyee or agent of a Parmer, or an Affiliate of any of fee foregoing to fee fullest extent 
permitted under Article 1 1 of the Act against any and all losses, claims, demands, liabilities, costs and 
expenses, including reasonable attorneys' fees, accountants' few, judgments, penalties (including excise 
and similar taxes), fines and amounts paid in settlement, actually incurred by such Indemnitee in 
connection with such action, suit or proceeding. 

(b) All reasonable expenses (including reasonable legal fees and expenses) incurred 
in defending any proceeding shall be paid by fee Partnership in advance of the final disposition of such 
proceeding upon receipt of an undeitsddng by or on behalf of fee Indemnitee to r^y such amount if it 
feall ultimately be determined, by a court of conqjctent jtmsdictiwi or otherwise, that the Indemnitee is 
not entitled to be indemnified by the Partnership as aufeorized hereunder and upon receipt of a written 
affirmation by fee Indemnitee of its good faith belicffeat it has met fee standard of conduct necessary far 
indemnification under this Agreement and fee Act. 

(c) Any such indemnification shall be made only out of the assets of fee Partnerfeip, 
and in no event may an Indemnitee subject the Limited Partners or the General Partner to personal 
liability by reason of these indemnification provisions. 
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(d) The indenmificaticHi pn)vi<^ fins Section 3.6 shall be in addition to any other 

rights to which tiiosc indemnified may be entitled, in any capaci^, rinder any a^eemait, or vote of tiie 
Partners, as a matter of kw or otherwise and shaD continue as to an indemnitee who has ceased to serve 
in such capacity and shall inure to the berteSt of the heirs, asscessors, administrators and permitted 
assigns of the fodemnitee. ' 

(e) The provisions of fins Secticm3.6 shall survive any tamination of this 
Agreement, are for the sole benefit of the Ihdenmitees, feeir heirs, successors, assigns and administrators, 
and shall not be deemed to create any rights ftw the bejtefit of any other pereons. 

ARTicLiiv’ ' ; 

Distributions and Allocations 

4.1 Distiibutions . At such time cfftimes as the General Partner deems appropriate, that 
portion, if any, of the Partnership assets (including undistributed income) which the Gwroal Partner shall • 
deem not needed in respect of the Partaarshi? operations, and aroilablc for distribution, nay, in the 
General Partner’s sole discretion, be distribi^d, in cash ot in kind, to die Partata^ in a^ordraw witii 
their sharing ratios, ds set fralh on Schedule A (fee "Sharing Ratios "!, at the time of such distribution. 

4.2 Allocaticms . Capital accounts will be maintained for each Partner in accordance with 

Treasury Reflation Section 1.704-10>). The capital account of each Partner will be increased by the 
amount of each contribution by such Partner to fee capitel of fee Partnership, decreased by fee amount of 
each festributiem to such Partner by fee Partnerrfiip and increased or decreased as apprqmate by fee 
amoxmt of ^h item of income, gain, loss, deduction ot CTCpense of fee Partnership allocated to such 
Partner. For purposes of maintaining suefe capital accounts, excqjt as provided in this Section 4J2. all 
items of income, gain, loss, deduction and expense of fee Partnership will be allocated to the Partners in 
proportion to their Sharing Ratios, provided feat, in the event of the admission of a new Partner pumiant • 
to Section 5.1 hereof fee capital accounts of fee Partners shall be adjusted to reflect fee then currait 
values of Partnership jM-opwty and shall thercafta- be maintained in accordance with the principles of 
Treasury Regulation Section 1.701-l(b)(2XivXf). It is the intention of the Partners feat allocations 
hereunder comply wife the requirements of Section 7(M(b) of the Code and the Treasury Regirlations 
thereunder. Notwithstanding the foregoing, feereforc, all allocations required by such Treasury 
Regulations (inclining allocations related to nonrecourse debt, minimum gain and chargebacks feereof 
and qualified income offsets) will be made as required thereby. Allocations for income tax purposes sh al l 
be made in accordance wife fee corresponding allocations made for purposes of maintaining capital 
accounts, except that if any Partnership property has an income tax basis which differs from its fair 
marltet value at the time of contribution to the Partnorship, solely for income tax purposes, allocatioite 
wll be made so as to take into account such diffcraice as required by Section 704(c) of the Code using 
any permissible method selected by the General Partner in its sole diwrcticn. 


ARTICLE V 

Admissions. Transfers and Withdrawals 

5.1 Admission of New Partners . New Partners may be admitted to fee Partnership only wife 
fee written consent of, and upon such tenns and condititms as approved by, fee Genera! Partoer, including 
the execution and delivery by such p^-son of «icb instruments as the General Partner may deem necessary 
or desirable to confiim the agreement of such person to be bound by all fee terms and provisions of feis 
Agreement. Substituted Partners shall not be deemed new Partners for purposes of this Section 5.1 . 
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5.2 . Transfer bv the General Parfag . The Gea^ai PartaCT shall not sdl. assign or otherwise 

dispose of all or any portion of its interrat in Ae PartnBH^ 'w&out'llae consent or vote of a majority in 
' interest of all Limited Fariners; provided, however, that flie Genial Partner may transfer ail or any 
portion of its interest in the Partnership to any of tteGcner^Partnbr’s Affiliates wiftout the consent or 
vote of the Limited Partners. _ - - . 

5.3 Transfer hv a Limited Partner . 

(a) A Limited Partner ^11 not sell, assign' of otherwfee dispose of all or any portion 

of such Limited Partner’s interest in die Partnership w^teut fliejaior written consent of the General, 
Parttter. . . ' ' ' ’ • 

(b) .In Qie event of tte deadi, inconqictoce, insolvency, banlmiptcy, dissolution, 

liquidation or termination ofany Limited Partner: / , 

(i) the Partnership shall iKit be dWilved or terminated, and the remaining 
Partners shall continue tiw Partnership and its c^Joations, business and affeirs until fee 
dissolution thereof as iHovided in Section 7.1: 

(ii) such affected Limited Partner shall thereupon cease to be a Parser for all 

purposes of this A^ceraent and, excqit as provided in Section 5.4. no officer, ]wtner, 
beneficiajy, creditor, trustee, receiver, fidtmary or ofeer legal representative and no 
estate or ofeer successor in interest of such Limited Partner (whether by operation of law 
or otherwise) shall become or be deemed to basome a Limited Partner for any purpose 
under feis Agreement; ' . 

(iii) the Partnership interest of such affected Limited Partner shall not be 
subject to withdrawal or redemption ui whole or in part prior to the dissolution, 
liquidation and termination of the Partnersh^; 

(iv) the estate or other siKxsessor in interest of such affected Limited Partner 
shall be deemed a transferee of, and shall be subject to all of fee obligations in respect of, 
fee Partnership interest of such affected Limited Partner as of the date of rfea th, 
incompetence, insolvency, bankruptcy, dissolution, liquidation or termination, except to 
the extent the General Partner releases such estate or successor from such obligaticms; 
and 

(v) any legal representative or successor in interest having lawful ownership 
of fee assigned Partnership interest of such affected Limited Partner shall have the right 
to receive notices, rqiorts and dirtributions, if any, to fee same extent as would have been 
available to such affected Limited Partner. 

5 .4 Substituted Partners . A transferee of any gcnCTal or limited partnership interest in fee 
Partnership may become a substituted Limited Partner, as to the interest in the Partnership transferred, in 
place of the transferor only; (a) if such transfer was pemutted under this Agreement or occuired by 
operation of law 5 (b) upon the written consort of fee Goioal f^rtner to such substitution; and (c) upcm fete 
execution and delivery by such transferee of such instruments as the General Partner may deem necessary 
or desirable to confirm fee agreement of such transferee to be bound by all fee terms and proviaons of 
this A^eement. A transferee of any general or limited partnership interest in the Partnership may become 
a substituted General Partner, as to the interest in the Partnership transferred, in plac* of fee transferor 
only: (a) if such transfer was perTnittedunderthis Agreement or occurred by operation of law; (fa) upon 


DL 5099408V1 [WonSST] 


5 


ronfidsntial TreatKcnt Requested; 


BA 045261 



4259 


the consent or vote of a majority in interne of all Lmated Partiars to such substitution; provided, 
however, that any Affiliate of fee General Partocr nuy b«onw a substituted General Partner wifeout the 
consent ch- vote of fee Limited Partoo-s; and (c) the execution and delivery by such transferee of 

such instruments necessary to confirm fee agreemait-of aidi transferee to be bound by all the trams and 
jirovisions of this Agreement. Unless a transfers of any Partnership interest of a Partnra becomes a 
substituted Genraal Partner or substifeted limits Partner in accradanoe wife the provisions of feis 
Agr^ment, such transferee shall not be entitied to ai^ of fee rights granted to a Partner hereunder ofera 
than the right to receive all or part of fee share of fee mcome, gains, losses, deductions, ejqjenses, credits, 
distcibutioiis or returns of capital to whidi its transfraor would ofeerwise be entitled in resj^ct of the 
Partaership interest.so transferred. . ' 

5.5 Withdrawal of Partners . Except as oennitted fav Section 5.3fbViv> or bv this Section 5.5. 
no Partara shall have any right to withdraw <x resign from tlte Partnership, unless such Partner transfers 
its entire interest in fee Parfeeiship to one or mrae transferees, all of whom have berai admitted as 
substituted General or Limited Partners (as fee case may be) in accordance with Section 5.4 . Any 
withdrawal of the Gensal Partnra in oon^liantte with ttris Section 5 .5 feall expressly not be deemed a 
breach of feis Agreement. 


ARTICLE VI 
Amendments and Waivers 

6.1 Wifeout Limited Partner Consent The’Graieral Partner may, wifeout the consent, vote or 
approval pf any Limited Partner, amend or waive any provision of this Agreement (a) relating to fee 
transfer of an intere^ in fee Partnership or fee admission ot withdrawal of one or more new ra substituted 
General or Limited Partners in accordance with this Agreement cr fe) that merely corrects a manifest 
error in feis Agreement 

6.2 With Mairaitv Limited PartPer Consent Except as expressly provided m Section 6.1 or 
6,3. feis Agreement may be modified or amended, or any provision hereof waived, tmly wife fee written 
consent of the General Partner and fee consent or vote of Limited Partoras feen rcpresraiting a majority in 
interest of all Limited Partners. 

6.3 Certain Amendments . No amendment to or waiver of any provision of this Agreement 
shall be effective against a giver Partnra wifeout the consent ra vote of such Partner if such amendment 
or waiver would (a) cause fee Partnership to fail to be treated as a limited partnership under the Act or 
cause a Limits Partner to become liable as a general partnra of the Partoership, (h) change Section 2.1 to 
increase a Partner’s obligations to contribute to fee capital of fee Partoership, (c) change Section 3.6 to 
affect,advertoly any Partner's rights to indemnification or (d) change Section 4.1 or to affect advrasely 
fee participation of such Partner in the income, gains, losses, deductions, expenses, credits, capital or 
distributions of fee Partnership. 


7.1 Dissolution . The Partnership shall be dissolved upon the first to occm- of fee following 

events; 

(a) fee election of the General Partner to dissolve fee Partoership at any time with 
the consent of Limited Partners then representinga majority in interest of all Limited Partners; 
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(b) the election of Ibe Gkk 3^ Partner to dissolve iJie Partnership at any time if all or 
substantially all of die Partnership's assets dall have beeaisoM 'or disposed of or shall consist of cash; 

(c) the occurrence of an e veait of withdrawal from the Partnership by the General 
Partner as prodded for in Section 4.02(a) of fee Act; OT .. 

(d) the occurrenM of any cvrot which imder the Act causes the dissolution of a 

limited partnership. 

Notwifestanding fee_foregoing provisioia offeis Sectiorf?.!. ^ Partnership shall not be dissolved x^cai 
the occurrence of an ewnt specified in Section Xlfcl if wrt^ 90'days"^r such dccifrrmcc'a ^ 
interest of fee remaining Parfeers agree in writing to coidinue the business of the Partnership and to the 
appointment, effective ^s of fee date of withdrawal, rf a successor general partner. , 

12 Liouidation' and Distribution . In the evort of the dissolution of the Partnership, the 
General Partner (or in the event the diasolution is caused by fee occurrence of an ewnt of wifedrawal as 
contemplated by Section 7.Kel or any other wifedrawal by the Graeral Parfe», such f^son as a majority 
in interest of all limited Partners shall designate in writiag) shall act as liquidating trustee and, in an ' 
orderly manner, shall wind up the affairs (including fee sale of any assets deened appropriate by fee 
liquidating trustee) of the Partnerahip and shall apply the assets of fee PartaCTship in fee following order 

(a) to pay for all debts and liabilities of fee Partnership owed to creditors ofeer fe a n 
Partnras (and if any liability is contingent, or xmerartain in amount, a reserve equal to the maximum 
amount to which the Partnership could reasonably be held liable may be established); 

(b) to pay for all debts, if any, of tixe partnership to the Partners; and 

(c) thereafter, all remaining cash w ofeer property, if any, of fee Partnerfeip shall be 
distributed to the Partners in accordance wife Section 4.1. including any reserved cash or property 
relea^d because in fee judgment of the liquidating trustee fee need for such reserve has ended. 

7.3 No Negative Capital Account Obligation . Notwithstanding any other provision of this 
Agreemcait to the contrary, in no event shall any Partner who hra a negative capital account i:qjon final 
distribution of all cash and other property of fee Partnership be required to restore such negative account 
to zero. 


7.4 Mergg . The Partnership may, with the written consent of the General Partner and the 
consent or vote of Limited Partners then representing a majority in interest of all Limited Partners, adopts 
plan of merger and engage in any merge- permitted tty aj^licable law. 

ARTICLE Vm 
Miscellaneous 

8.1 Waiver of Partition. Each Partner hereby iiicvocably waives any and all rights that it 
may have to maintain an action for partition of any of the Partnership's property. 

8-2 Entire Agreement. This Agreement constitutes the entire agreement among the Partners 
in respect of the subject matter hereof and supersedes any prior agreement or understanding among feem 
in respect of such subject matter. 
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8.3 Severability , ff any provisifflj of ftis Agreement, or the application of such provision to 
any person or circumstance, shall be held in^Kdumier^ applicable law of any jurisdiction, die 
remainder of this A^eement or the of sasHi jKOvi^n to other persons or circumstances or in 

other jurisdictions shall not be affected fhercl^. Ateo, if any provision of this Agreement is invalid oi 
unenforceable under any applicable law, theai such |sovision shall be deemed inoperative to the extend 
that it may conflict tbK-ewith and shall be deenwd modified to conform with such law. Any provision 
h^of that may prove invalid or unenforceable tn^er any law shall not affect the validity or 
enforceability of any other fffovision hereof. 

8,4 Notices. All notioes, reques te, dena ndsi «M^nls,_TOtes, approvals^vraivras and 

communications hereunder shall be effective <mly if in writing and shafl be deem^ to have been duly 
given if hand delivered, mailed (first class mail, postage prepaid) or sent by fecsimile or ovemi^t courier 
if to fee Partnei^ , at fee addresses or facsimUe numbers set forfe on Sch^i^e A. and if to the Partaafeip. 
at the address or facsimile number of the Geaiaai Partner set forth on Schedule A. or to such ofeer address 
or facsimile number as the Partnerfeip or any Partner shall have last designated by notice to fee 
Partnership and all other parties hereto in accmdance with feis Section 8.4 . Notices sent by hand delivery 
shall be deemed to have been givKJ when rwwved; notices mailed in accwdance wife fee foregoing ahall 
Be deemed to have been given three days foDowing the date so mailed; notices sent by facsimile s h a l l be 
deemed to have been givton when electrmiically confirmed; and notices sent by overnight courier shall be 
deemed to have been given on the next business day following fee date so sent. 

8.5 Governing Law . This A^eement shall be governed by and oonstraed and enforced in 
accordance with fee laws of the State of Texas (without re^rd to principles of conflictt of laws). 

8.6 Succ^sors and Assigns . Except as otherwise specifically provided in this Agrwmp-nt, 
feis Agreement shall be binding upon and inure to the benefit of fee Partners and their respective heirs, 

' legal representatives, successors and permitted assigns. 

8.7 Counterparts . This Agreement may be executed in one or more countaparts, all of which 
shall constitute one and the same instruntont 

8.8 Ure of Tenns - Whenever in feis Agreement fee singular number is used, fee same shall 
include the plural where appropriate (and vice versa), and words of any gender (masculine, feminine or 
neuter) shall include each other gender where appropriate. As used in this Agreement, the following 
words or phrases shaO have fee meanings indicated: (a) " majority in intg-est of all I .imited Partoerg " 
means Limited Partners whose sharing ratios represent at least a raaj ority of fee sharing ratios of all 
Limited Partners; (b) " person " means any individual, corporation, partnership, limited liability c omp any, 
joint venture, trust, unincorporated association, or ofeer form of business or legal entity or governmental 
entity; and (c) " Affiliate " means, when used wife r^cct to any pM^on, a person controlling, controlled 
by or under common control wife such ofew person or any relatimiofsuch person or any Affiliate of such 
other person (and as used in feis definition of "Affiliate", the term " control " means the possession, 
directly or indirectly, of the power to direct or cause fee direction of fee management and policies of a 
person, whether through ownership of voting securities, by contract or ofeerwise, and fee temi •' relation " 
means, with respect to any individual, such individual’s spouse and the parents, grandparents, brothers, 
sisters, children and grandchildren of such individual or of such individual’s spouse). Whenever any 
provision of feis Agreement requires or permits the Graeral Partner to take or omit to take any action, or 
make or omit to make any decision, unless fee context clearly requires ofeerwise, such provision shall be • 
interpreted to authorize an action taken or omitted, or a decision made or omitted, by tte General Partner 
acting alone and in good faith. 
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8.9. Power 01“ Attorney . By execuiicaioffliisA^wment, each Limited Partaw hereby makes, 
constitutes and appoints fite General Partner, wife full pwwcr of substitution and resubstitution in the 
GenKBl Partf^ (inite sole discretion), siteh Limits I^tacrt true and lawful attomcy-in-fect 
f" Attorney "! for and in such Limited Partner’s name, pla^ and stead and for ite use and benefit to 
execute, dehvCT or record any agreement, certificate, consent, instrument, filing or vmting nade 
by or relating to the P^er^p (including any amendr^t to or modification or restatement of this 
Agreement authorizKd pursuant to Article VI or rejecting merely clmcal changes) fiiat the Attorney 
deems necessary, desirable or appropriate to effectuate file business purposes of, or the dissolution, 
liquidation or termination of, the Partnership puisuant to aj^licafele law or the respective terms of this 
Agreement . ........ , 

IM WITNESS WHEREOF, the undersigned Partner kive executed this Agreement e:^tive as 
of file date first written .above. 


General Partner: 

First DaUas GP, LX.C. 
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FIRST DALLAS, LTD. 

Scl^ule A 


Partner and Address 

Cc^ta] Contcibution 

Sharing Ratio 

General Partner 

10 

1% 

First Dallas GP, L.L.C. 

300 Crescent Court, Suite 1000 

Dallas, Texas 75201 

Telephone No.; (214) 880-4047 

Facsimile No.: (214)880-4062 



Limited Partner 

990 

99% 

Charles Wyly 



3000 Crescent Court, Suite 1000 

Telephone No.: (214) 880-4047 

Facsimile No.: (214) 880-4062 



. Total Ail Partners: 

1.000 

100% 
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LIMITED LL4BILITy COMPANY REGULATIONS 
FIRST DALLAS GP, LX.C. 


These LIMITED LIABILITY COMPANY REGULATIONS (these "Regulations") of FIRST 
DALLAS GP, L.L.C. (the "Company") are hereby adopted effective for all purposes as of February 4, 
2000 by Charles Wyly ("Wy|y"), as ^e sole mem^r of the Company. As used in these Regulations, the 
term "Member" shall mean Wyly or any other person or entity who is admitted as the member of the 
-Gompany-in accordance with-these Rcgulations-and die Texas Limited-Liability Company Act, TexrRev. 
Civ. Stat. Ann. art. 1528n (as amended from time to time, the "Act"), and the term “Manager” shall mean 
the manager appointed pursuant to Section 7 hareof. 

RECITALS : 

WHEREAS, the Company was formed as a limited liability company pursuant to the Act by the 
filing of Articles of Organization with the Secretary of State of the State of Texas on February 4, 2000; 

NOW, THEREFORE, the undersigned hereby adopts the following as the "Regulations" of the 
Company (as that term is used in die Act): 

1 . Formation : The Articles of Organization, the formation of the Company as a Texas 
limited liability company under the Act and all actions taken by the person who executed and filed the 
Articles of Organization arc hereby adopted and ratified. The affairs of the Company and the conduct of 
its business shall be governed by the terms and be subject to the conditions set forth in these Regulations, 
as amended from time to time. The Member and the Manager arc hereby authorized and directed to file 
in the office of the Secretary of State of the State of Texas or elsewhere any necessary amendments to the 
Articles of Organization of the Company and such other documents as may be required or appropriate 
under the Act or the laws of any other jurisdiction in which the Company may conduct business or own 
property. 

2. Name and Principal Place of Business : 

(a) The name of the Company is "FIRST DALLAS GP, LX.C." All business of the 
Company shall be conducted under such name and title to all assets or property owned by the Company 
shall be held in such name. The Manager may change the name of the Company or adopt such tra^ or 
fictitious names for use by the Company as the Manager may from time to time determine. 

(b) The principal place of business and office of the Company shall be located at 300 
Crescent Court, Suite 1000, Dallas, Texas 75201, or at such other place or places as the Manager may 
from time to time designate. 

3. Registered Agent and Registered Office : The name of the Company's registered agent 
for service of process shall be Elaine Spang, and the address of the Company's registered agent and the 
address of the Company's registered office in the State of Texas shall be 300 Crescent Court, Suite 1000, 
Dallas, Texas 75201 . The registered agent and the registered office of the Company may be changed 
from time to time by the Manager. 

4- Term : The term of the Company shall be deemed to have commenced on the issuance of 
the Certificate of OrgMiization of the Company by the Secretary of State of the State of Texas pursuant to 
Article 3.04 of the Act and shall be perpetual unless terminated pursimnt to the provisions of these 
Regulations. 
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5. Purpose ; The principal purp<wc and business of the Company shall be to engage in any 
iawilil act or activity for which a limited liability company may be organized under the Act, including, 
without limitation, acting as general partner of First Dallas, Ltd., and such other activities as may be 
necessary, advisable, convenient or appropriate to promote or conduct the business of the Company as set 
forth herein. 

6. Member : The Member shall be shown as such on the books and records of the Company. 
The Member may transfer all but not less than all of his interest in the Company to another person or 
entity who shall thereafter be shown as tiie Member on the books and records of the Company. The 
Member may not- transfer-less than all of such-Member’s interest in the Con^any (and no purported” 
transfer of less than all of a Member’s interest in the Company shall vest any interest in the Company in 
the transferee) unless the resulting holders of all interests in the Company shall haw adopted amendments 
to these Regulations providing for the ownership of the Company by multiple members. 

7. Manager : 

(a) The Company shall have a single manager within the meaning of Article 2.12 of 
the Act. Wyly shall be the Manager of the Company until his death, resignation or removal by the 
Member. If Wyly shall cease to be the Manager, the Member ^11 appoint a replacement Manager. 

(b) Except as specifically provided herein, (i) the business and affaire of the 
Company shall be managed by the Manager, and the Manager shall have the exclusive power and 
authority, on Iwhalf of the Company, to lake any action of any kind not inconsistent with these 
Regulations or the Act and to do anything and everything it deems necessary or appropriate to carry on 
the business of the Company and (ii) unless otherwise set forth herein, no Member (odier than the 
Manager) shall have the audiority to execute documents and take other actions on behalf of the Company 
and thereby bind the Company without the consent of the Manager. 

(c) The Manager may appoint officers and agents of the Company for the purpose of 
managing the day to day operations of the Company's business, and the actions of any officer or agent 
taken in accordance with the authorization of the Manager shall bind the Company. 

8. Tax Matters : The undersigned intends for the Company to be treated as an entity that is 
disregarded for federal income tax purposes pursuant to Treasury Regulation Section 301.7701-3, so long 
as it has one member. Neither the Manager nor any officer or agent of the Company shall teke any action 
to cause the Company to be treated as a corporation for federal or state income tax purposes without the 
written consent of the Member. The Member will report all items of income, gain, loss, expense, 
deduction and credit of the Company on the Member’s federal and, to the extent appropriate, state tax 
returns. The Manager (or, if required, the Member) will file any tax returns which are required to be filed 
by the Company. 

9. Capital Contributions and Distributions : 

(a) The Member has made or will make an initial contribution to the capital of the 
Company in the amount of $100 and has made or will make such other capital contributions as he deems 
appropriate. 


(b) After providing for the satisfaction of all the current debts and obligations of the 
Company and after the establishment of appropriate and reasonable reserves, the Company shall distribute 
to the Member the Company’s net cash flow available for distribution, as determined by the Manager, in 
his sole and absolute discretion, to the Member. 
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10- EHssolution and Termination : 

(a) The Con^any shah be dissolved and its business wound up upon the written 
consent of the Member. The Company slall not be dissolved upon the death, retirement, resignation, 
expulsion, bankruptcy or dissolution of the Mcml^r or the occurrence of any odier event which 
terminates the continued membership of tlK Member in the Company. 

(b) Upon dissolution, the Company's business shall be liquidated in an orderly 
manner. The Manager shall act as the Uqui<^torand is autiiorizcd to sell, distribute, exchange or 

-Otherwise disposo4>f-theassets4>f the C-ompany in accordance with the Act and in any reasonable marmer 
that the liquidator shall determine to be in the best interest of the Member. 

1 1 . Indemnification : No Member or Manager (die "bidemnitees") shall be liable to the 
Company or to any other Indemnitee for monetary damages fw any losses, claims, damages or liabilities 
{collectively, “Losses") arising from any act or omission performed or omitted by him arising out of or in 
connection with these Regulations or the Company's business or affairs, SPECIFICALLY INCLUDING 
ANY SUCH LOSS THAT IS ATTRIBUTABLE. IN WHOLE OR IN PART, TO THE NEGLIGENCE 
OF SUCH INDEMNITEE, but specifically excluding any such Loss fMimarily attributable to such 
Indemnitee's gross negligence, malfeasance, fraud or willful misconduct. The Company shall, to the 
maximum extent permitted by applicable law, indemnify, defend and hold harmless each Indemnitee 
against any Losses to which such Indemnitee may become subject in connection with any matter arising 
out of or in connection with these Regulations or the Company’s business or affairs, SPECIFICALLY 
INCLUDING ANY SUCH LOSS THAT IS AITRIBUTABLE. IN WHOLE OR IN PART, TO THE 
NEGLIGENCE OF SUCH INDEMNITEE, but specifically excluding any such Loss primarily 
attributoble to such Indemnitee's gross negligence, malfeasance, fraud or willful misconduct. If any 
Indemnitee becomes involved in any capacity in any action, proceeding or investigation in connection 
with any matter arising out of or in connection widi these Regulations or the Company's business or 
affairs, the Company shall reimburse such Indemnitee fcH" its reasonable legal and other reasonable 
out-of-pocket expenses (including the cost of any investigation and preparation) as they are incurred in 
connection therewith, provided that such Indemnitee shall promptly repay to the Company the amount of 
any such reimbursed expenses paid to it if it shall ultimately be determined that such Indemnitee was not 
entitled to be indemnified by the Company in connection with such action, proceeding or investigation. If 
for any reason (other dian the gross negligence, malfeasance, fraud or willfiil misconduct of such 
Indemnitee) the foregoing indemnification is una\^i1able to such Indemnitee, or insufficient to hold it 
harmless, then the Company shall contribute to the amount paid or payable by such Indemnitee as a result 
of such Loss or expense in such proportion as is appropriate to reflect the relative benefits received by the 
Company on the one hand and such Indemnitee on die other hand or, if such allocation is not permitted by 
applicable law, to reflect not only the relative benefits referred to above but also any other relevant 
equitable considerations. 

1 2. Liability of the Members : Except as otherwise expressly provided in the Act, the debts, 
obligations and liabilities of the Company, whcAcr arising in contract, tort or otherwise, shall be solely 
the debts, obligations and liabilities of the Company, and the Member shall not be obligated personally 
for any such debt, obligation or liability of the Con^any solely by reason of being the Member. 

13. Miscellaneous : 

(a) Notices : All notices, demands, consents, approvals, requests or other 
communications related to these Regulations (collectively, "Notices") shall be in writing and shall be 
given by personal delivery, facsimile transmission or a nationally recognized overnight courier service, 
fees prepaid if to the Member, at the address recorded in the Con^any’s books and records and, if to the 
Company or the Manager, at the address set forth in Section 2(b) h^eof. The Member may designate 
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another addressee (and/or change addx«ss) for Notices hereunder by a Notice given pursuant to this 
Section 1 3(a). A Notice sent in compliance wi& tbs provisions of this Section 1 3(a) shall be deemed 
given on die date of receipt. 

(b) Successors and Assigns : These Regulations shall be binding upon the Company, 
the Manager and the Member and their respective executors, administrators, legal representatives, heirs, 
successors and assigns, and shall inure to die benefit of such persons and, except as otherwise provided 
herein, their respective executors, administratews, le^l representatives, heirs, successors and assigns. 

SeyerabilitYr- In case any one or more of the provisions-contained in these — 

Regulations or any application thereof shall be invalid, illegal or unenforceable in any respect, the 
validity, legality and enforceability of the remaining provisions contained herein and other application 
thereof shall not in any way be affected or inipair«J thereby. 

(d) Amendments : These Regulations may be amended only by a written instrument 
executed by the Member or the holders of all of the membership interests in the Company. 

(e) Governing Law : These Regulations shall be governed by and construed in 
accordance with the laws of the State of Texas (without regard to principles of conflicts of laws). 

(f) Creditors Not Benefited : Nothing contained in these Regulations is intended or 
shall be deemed to benefit any creditor of the Company, and no creditor of the Company shall be entitled 
to require the Conq)any or the Member to solicit or accept any capital contribution for the Company or to 
enforce any right which the Company may have against the Member under these Regulations. 

IN WITNESS WHEREOF, the undersigned has executed these Regulations as of the date set 
forth in the introductory paragraph hereof 


300 Crescent Court, Suite 1000 
Dallas, Texas 75201 
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FIRST DALLAS VENTURES, LTD. 
Limited Partnership Agj^nent 


This Limited Partnership Agreement (this " Agreement *') cf FIRST DALLAS V'ENTURES, 
LTD.T^ Texas limited partnership (the " Pailnersfaip ”^: is- ent«^-into effective as ofMarchT0,-2G00; by 
aiui among First DaBas, Ltd, a Texas limited partnership, as the sole general partner (the " General 
Partin "!, and the persons listed on Schetfaile A as limited partacrs (the "Limited Partners "! The General 
Partner and the Limited Partners are boein collectively retored to as the " Partners ." 

article 1 

Organization 


LI FormatioiL Subject to the provisions of this Agreement, tiK General Partner and the 
Limited Partners do hereby form the Partnership pursuant to and in accandance with the provisions of the 
Texas Revised Limited Partnership Act (as amended from time to time, the " Act "). The Partnership shall 
continue until liquidation and termination of the Partnership in accordance with this A^ecment and the 
Act. 


1 .2 Name . The rmme of the Partnership is First Dallas Ventures, Ltd. The General PartiKr 
may, in its sole discretion, change the rame of the Partnership from time to time, shall give prompt 
written notice thereof to the Limited Parttiem and shall pronnplly file in the office of the Secretary of State 
of the State of Texas an amendment to the Partnerehip's certificate of limited partnership reflecting such 
change of name. 

1.3 Character of Business . The purposes of the Partnership shall be to engage or participate 
in any lawful business activities in which a limited partnership organized in the State of Texas may 
engage or participate. 

1 -4 Registered Office and Agent; Place of Business . The address of the Partnership's 
registered office and its principal place of business shall be 300 Crescent Court, Suite 1 000. Dallas. 

Texas 75201. The Partnership's registered agent at such address is Elaine Spang. The General Partner 
may change such registered office, registered agent ot principal place of business from time to time. The 
Partnership may from time to time have such other place or places of business within or outside the State 
of Texas as may be determined by the General Partner. 

1 .5 Fiscal Year . The fiscal year of the Partnership shaD end on December 3 1 of each 
calendar year. 

1.6 Filings . Upon the request of the General Partner, the Limited Partners shall promptly 
execute and deliver all sudi cratificates and other instruments as shall be necessary for the General 
Partner to accon^jlish all filing, recording, publishing and other acts appropriate to comply with all 
requirements for the formation and operation of a limited partnership under the laws of the State of Texas 
and for the qualifKiation ami operation of a limited partnership in all other jurisdictions where the 
Partnership slaU propose to conduct business. 
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ARTICLE n 


2 . 1 Capital Contributions . The Partners have contribitcd c^itel to the Partnership in the 

amounts respectively set forth opposite each Partner's name in the column labeled Capital Contribution on 
Schedule A (“Capital Contribution”). The Partners may required, from time to time, when called by 
the General Partnerr-tomafce additional -eapital-contributioM 40 Ac-Partaership ia-the-amounts 
respectively set forth t^posite each PartnCT's name in the column ^beled Maxinuim Capital Contribution 
on Schedule A ("Maximum Capital Contribution"), Except as forth in Section 3.1(c) below, no 
Partne- shall be required to make additional capital contributions to the Partnership above the Maximum 
Capital Contribution without such Partner's prior written coieent. The capital contribution commitaKnts 
of the Partners (whether now oc hereafter made) are solely few the benefit of the Partners, as among 
themselves, and may not be enforced by any creditor, receiver w trustee of the Partnership or by any other 
parson. 


2.2 No Return of Capital Contributions . No Partner is entitled to a withdrawal or return of its 
capital contributions and each Partner shall look solely to distributions from the Partnership for such 
purpc»e. 

2.3 No Intaest . No Partner shaft be entitled to interest on its cafHtal contributions, and any 
interest actually received by reason of investment of any part of Partnership funds shall be included in the 
Partnership's pre^erty. 


ARTICLE HI 

Riahts and Qbheattons of Partners 

3.1 Management . The rmnagement, control and direction of the Partnership and its 
operations, busings and affairs shall be vested exclusively in the General Partner, who shall have the 
right, powo' and authewity, acting solely by itself and without the necessity (rf approval by any Limited 
Partner or any other person, to carry out any and aft of the purposes of the Partnership and to perform or 
refrain from performing any and all acts that the General Fortner may deem necessary, desirable, 
apjwopriate or incidental thereto, including borrowing money or otherwise obtaining financing from any 
source (including the General Partner or any of its Affiliates, regardless of whaher the General Partner or 
any of its Affiliates may profit therefrom) for Partnership purposes, and to pledge, mcwigage, ^ant 
security interests in and otherwise encumba* all or any p>art of the assets of the Partnership as security few 
such borrowings or financing arrangements. No Limited Partner shall participate in the management, 
control or direction of the Partnership's operations, business or affairs, transact any business for the 
PartiiCTsbip, or have the power to act for or on behalf of cw to bind the Partnership, such powers being 
vested solely and exclusively in the General Partner. The General Partner and each of its Affiliates shall 
be entitled to reimbursement for all reasonable expenses respectively paid or incurred by or few it on 
behalf of the Partntwship. The General Partner shall not be removed, suspended or (except as provided in 
Section 7.11 replaced without its consent. 

3.2 Tax Matters Partner . The General Partner shall be the tax matters partner of the 
Partnership and, in such capacity, shall cxacise all rights conferred, and perform all duties imposed, upon 
a tax matters partner unda Sections 6221 through 6233 of the Internal Revenue Code of 1986 (as 
amended from time to time, the " Code ”) and the regulations promulgated thereunder. 

3.3 Other i^tivities . Neither this Agreemart nor any principle of law cw equity shall 
preclude or limit, in any respect, the right of any Partner cw any Affiliate thereof to engage in or derive 


DL 1100U6v3[Wcrf973 


2 


Confidential 

SEC_ED00028562 


PSI_ED00028562 



4270 


profit or compensation from any activities or inveslnKiits, ncr pve any other Fortner any right to 
particijrate or share in such activities or investments or any profit or coir^jersation derived therefix)m. 

3.4 Consents and IJmited Voting Rights. Hie Limited Partners (whether individually or in 
combination) shall not be entitled to consent to, vote on or approve any matter for which the action of 
such Limited Partners is not expressly required by law or this Agreement, ot not requested by the General 

Partnerrlnthe'caseof'aTty raatterfor-wfaiclrthe^ction'of-tbe-tiimted-f^rtnerg-is-expressiy rajuirodby 

law or this Agreement or is requested by the Gaieral PaiinCT, such aciksi shall (unless a different 
percentage is specified by law, this Agreement or the General l^rti»r) be effective against and binding on 
all Partners and the Partnership if taken with the consent of the General Partner and the consent, vole or 
approval of the Limited Partners then representing a majeaity in interest trf all Limited Partners. 

3.5 Liability of Partners . 

(a) General Partner . NEITHER THE GENERAL PARTNER NOR ANY OF ITS 
OFFICERS, DIRECTORS, MANAGERS, MEMBERS OR PARTNERS NOR ANY AFFILIATE OF 
ANY OF THE FOREGOING SHALL BE LIABLE, RESPONSIBLE OR ACCOUNTABLE IN 
DAMAGES OR OTHERWISE TO THE PARTNERSHIP OR ANY OF THE LIMITED PARTNERS 
FOR ANY ACTION TAKEN OR FAILURE TO ACT (EVEN IF SUCH ACTION OR FAILURE TO 
ACT CONSTITUTED THE SIMPLE N’EGUGENCE OF THE GENERAL PARTNER OR SUCH 
OFFICER, DIRECTOR, MANAGER, MEMBER OR PARTNER OR ANY AFFILIATE OF ANY OF 
THE FOREGOING) ON BEHALF OF THE PARTNERSHIP WITHIN THE SCOPE OF AUTHORITY 
CONFERRED ON THE GENERAL PARTNER BY THIS AGREEMENT OR BY LAW UNLESS 
SUCH ACT OR FAILURE TO ACT WAS PERFORMED OR OMflTED IN BAD FAITH OR 
CONSTITUTED WILLFUL MISCONDUCT OR GROSS NEGLIGENCE. 

(b) Limited Partna-s . No Limited Partner shall be liable for the debts, liabilities, 
contracts or other obli^tions of the Partnership except to the extent (i) of any unpaid capital contributions 
it shall have agreed to make to the Partnership, (ii) of its share of the assets (including undistributed 
revenues) of the Partna-ship and (iii) provided in the Act with respect to distributions made to the Limited 
Partner by the Partnership. 

3.6 Indemnification . 


(a) Tl» Partnership shall indemnify and hold harmless the General Partner, the 
Limited Partners, any of their respective officers, dircctOTS, stockholders, managers, members, partners, 
employees and agents, and any Mfiiiate of any of the foregoing (each individually, an " Indemnitee "') in 
any threatened, pending or completed action, suit or proceeding, wh^her civil, criminal, administrative, 
arbitrativc oc investigative, to which an Indemnitee was or is a party or is threatened to be made a party 
by reason of the fact that it is or was a Partner, an officer, director, stockholder, manager, member, 
partner, employee or agent of a Partner, or an Affiliate erf any of the foregoing to the fullest extent 
permitted under Article 1 1 of the Act against any and all losses, claims, demands, liabilities, costs and 
expenses, including re^cxiable attorneys’ fees, accountants' fees, judgments, penalties (including excise 
and similar taxes), fines and amounts paid in setdement, actually incurred by such Indemnitee in 
connection with such action, suit (x proceeding. 

(b) Ail reasonable expenses (including reasonable legal fees and oepenses) incurred 
in defending any proceeding shall be paid by the Partnership in advance of the final disposition of such 
proceeding upon receipt of an underlying by or on behalf of the Indemnitee to repay such amount if it 
shall ultimately be determined, by a court of competent jurisdiction or otherwise, that the Indemnitee is 
not entitled to be indemnified by the Partnership as authcffized hertainder and upon receipt of a written 
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affirmation by the Indemnitee of its good faith belief that it has met tte standard of conduct necessary for 
indemnification under this A^eement and the Act. 

(c) Any such indemnification shall be made only out of the assets of the Partnership, 
and in no event may an Indemnitee subject the Limited Partii»s Cff the Geno'al ParUMir to personal 
liability by reason of these indemnification provisions. 

(d) The indemnification provided by this Sectitm 3.6 shall be in addition to any other 
rights to which those indemnified may be entitled, in any cap^aty, under any agreement, or vote of the 
Partners, as a matter of law or otherwise and shall continue as to an Indemnitee who has ceased to serve 
in such capacity and shall inure to the benefit of the heirs, sua:«sors, administrators and permitted 
assigns of the Indemnitee, 

(e) The provisions of this Section 3.6 shall survive any termination of this 
Agreement, are for the sole benefit of the Indemnitees, their heirs, successors, assigns and administrators, 
and simll not be deemed to create any rights fcff the benefit of any other persons. 

ARTICLE IV 

DLtributlons and Allocations 


4.1 Distributions . 


(a) At such time or times as the Gwiexal Partoer deems appropriate, that portion, if 
any, of the Partnership assets (including undistributed income) which the General Partner shall deem not 
needed in respect of the Partnerehip operations, and available for distribuhcsi, may, in the General 
Partner’s sole discretion, be distributed, in (^sh or in kind, to the Partners in the following erda^ and 
priority: 


(i) first, pro rata to each Partner until such time as each Partner shall have 
reedved aggregate distributions equal to the amount of total capital contributions made to 
the Partnership; and 

(ii) thereafter, 80% to the Limited Partner and 20% to the Genera! Partner. 

4.2 Capital Accounts . Capital accounts will be maintained for each Partner in 
accordance with Treasury Regulation Section 1.704-1 (b). The capital account of each Partner will be 
increased by the amount of each contribution by such Partner to the capital of the Partnership, decreased 
by the amount of each distribution to such Partner by the Partnership and increased or decreased as 
appropriate by the amount of each item of income, gain, loss, deduction or expense of the Partnership 
allocated to such Partner, In the event of the admission of a new Partner pursuant to Section 5.1 h ereof, 
the capital accounts of the Partners shall be adjusted to reflect the then current values of Partnership 
property and shall thereafter be maintained in accOTdance with the principles of Treasury Regulation 
Section 1. 701 -l(b)(2)(iv)(f). 

4.3 Allocations . For purposes of maintaining such capital accounts, except as fs-ovided in 
this Section 4.3. all items of income, gain, loss, deduction and expense of the Partnership will be allocated 
80% to the Limited Partner and 20% to the General Partner; provided that items of loss, deduction and 
expense will not be allocated to any Partner to the extent it would cause such Partner to have a deficit in 
its cq)ital accouitt greater than the amount such Partner is required to restore (or is treated as obligated to 
restore under relevant Treasury Regulations), but instead will be allocated to the otho- Partners (with 
compensating allocations to be made in fiiture years when possible). It is the intention of the Partners 
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that allocations hereunder comply with the requirements of Section 704(b) of the Code and the Treasxiry 
Regulations thK-eunder. Notwithstanding the foregcang, di^forc, ail allocations required by such 
Treasury Regulations (including ailcx^ations related to nonr«»ursc delrt, nunimutn ^in and chargebacks 
th«-^f and qualified income offsets) will be made as required tlierd>y. Allocations for income tax 
purposes shall be made in accordance with the corresponding aliocsttons made for purpeses of 
maintaining capital accounts, except that if any Partno-ship jwt^erty has an income tax basis which differs 
from its fair market value nt the tinK-of contribution to-thc-^rtnership-, solely- for-ineome tax- purpesraT 
allocations will be made so as to take into account sudi diffemw^ as required by Section 704(c) of the 
Code using any permissible method selected by the General Partner in its sole discretion. 

ARTICLE V 

Admissions. Transfers and Withdrawals 

5. 1 Admission of New Partners . New Partners may be admitted to the Partnership only with 
the written coi^ent of, and upon such terms and conditions as approved by, the General Partner, including 
the execution and delivery by such person of such instruments as the General Partner may deem necessary 
or desirable to confirm the agreement of such person to be bound by all the terms and provisions of this 
Agreement. Substituted Partners shall not be deemed new Partners Tot purposes of this Section 5.1 . 

5.2 Transfer by the General Partng- . The General Partner shall not sell, assi^ cr otherwise 
dispose of aU CT any portion of its interest in toe Partnerahip without the consent or vote of a majority in 
interest of all Limited Partners; provided, howeva-, that the General Partner may transfer all or any 
portion of its interest in the Partnership to any of the Geno-al Partrrer’s Affiliates without the consent or 
vote of the Limited Partners. 

5.3 Transfer bv a Lirmted Partner . 

(a) A Limited Partner shall not sell, assign or otl^rwise dispose of all cff any pxHfion 
of such Limited Partner's interest in the Partnership without the prior written consent of the General 
Partner. 


(b) In the event of the death, incompetence, insolvency, bankruptcy, dissolution, 
liquidation esc termination of any Limited Partner: 

(i) toe Partnership shall not be dissolved or terminated, and the remaining 
Partners shall continue the Partnership and its c^^tions, business and affairs until toe 
dissolution thereof as provided in Section 7.1: 

(ii) such affected Limited Partner shall thereupon cease to be a Ftoner for aB 
purposes of this Agreement and, except as provided in Sectiai 5.4. no officer, partner, 
beneficiary, creditor, trustee, receiver, fiduciary or other legal representative and no 
estate or other successor in interest of such Limited Partner (whether by operation of law 
or otherwise) shall become or be deemed to become a Limited Partner for any purpose 
undo- this Agreement; 

(iii) the Partnership interest of such affected Limited Partner shall nert be 
subject to withdrawal or redemption in whole or in part pricr to toe dissolution, 
liquidation ami termination of toe F^rtnership; 

(iv) toe estate or other successor in interest of such affected Limited Partner 
shall be deemed a transferee of, and shall be subject to all of toe obligations in respect of, 
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the Partnership interest of such affected Limitai Pifftaer as the date of death, 
incompetence, insolvency, bankruptcy, dissohition, li^idation or termination, except to 
the extent the General Partner releases sudt estate «• aicxr^sOT from such obligations; 
and 


(v) any legal representative or successes in interest having lawful ownership 

of theassi^ned Partnerehip-interest ofsucb-affccted Limited Paitncr-shali have the right- 
to receive notices, reports and distributions, if any, to the same extent as would have been 
available to such affected Limited Partner. 

5.4 Substituted Partners . A transferee of any general c»r Bnuted partnership inta-est in the 
Partaership may become a substituted Limited Partnw, as to the interest in the Partnra-ship transferred, in 
place of the transfaxff only: (a) if such transfear was permitted under this Ageement or occurred by 
operation of law; (b) upon the written consent of the Geno^ Partna: to such substitution; and (c) upon the 
execution and delivery by sucdi transferee of such instruments as the General PartoCT may deem necessary 
or desirable to confirm the agreement of such transferee to be bound by all the terms and provisions of 
this Agreement. A transferee of any general or limited paitr^ship interest in the Partnership may become 
a substituted Genial Partner, as to the interest in the Partnership transferred, in place of the transfeor 
only: (a) if such transfer was {icmiilted under this A^eement or ocemrred by operation of law; (b) upon 
the consent ot vote of a majority in intarest of all Limited Partners to such substitution; provided, 
howevCT, that any Affiliate of the General Partner may become a substituted General Partner without the 
consent or vote of the Liinited Partners; and (c) upon the execution and delivery by such transferee of 
such instruments necessary to confirm the agreement <rf such transferee to bound by all the terms and 
provisions of this Agreement. Unless a transferee of any Partnership interest erf a Ftoner becomes a 
substituted General Partna- or substituted Limited Partna in accordance with the provisions of this 
A^eement, such transfeee shall nerf be entitled to any erf the rights granted to a Partna haeunda other 
than the ri^l to recjcive all or part of the share of the income, gains, losses, deductions, expenses, credits, 
distributions or returns of capital to which its transfeor would othawisc be entitled in respect of the 
Partnership intaest so transferred. 

5.5 Withdrawal of Partnas . Except as pamitted bv Section 5.3(bViv') or bv this Section 5.5. 
no Partna shall have any right to withdraw or resign from the Partnership, unless such Partna transfes 
its entire intaest in the Ffetnaship to one or more transfeees, all of whom have been admitted as 
substituted Genaal or Limited Partners (as the case may be) in acccrdance with Section 5.4 . Any 
withdrawal of the Genaal Partna in compliance with this Section 5.5 ^all expressly not be deemed a 
breach of this Agreement. 


ARTICLE VI 
Amendments and Waivers 


6.1 Without Limited Partna Consent . The Goicral E*artna may, without the consent, vote cr 
approval of any Limited Partrwr, amend or waive any provision of this Agreement (a) relating to the 
transfer of an intaest in the Partnership a- the admission or withdrawal of one more new csr substituted 
General or Limited Partners in accordance with this Agreement or (b) that moely corrects a manifest 
OTor in this Agreement 

6.2 With Majority Limited Partner Consent Except as expressly provided in Section 6.1 cb- 
63 , tha Agreement may be modified or amended, ot any provision hereof waived, only with the written 
consent of the General Partna and the emsent or vote of Limited Partners then representing a majority in 
interest of all Limited Pamirs. 
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6.3 Certain Amendnieats . No amendment to or waivCT oi any provision of this Agreement 
s hall be effective against a given Partner without the consait cc vote of soch Partner if such amendment 
or waiver would (a) cause the Partnership to fail to be treated as a limited partnership under the Act or 
cause a Limited Partner to become liable as a genCTal partner of tite fVtneiship, (b) change Section 2.1 to 
increase a Partner's obligations to contribute to the capital of the Pamership, (c) change Section 3.6 to 
affect adversely any Partner's rights to indemnification or (d) change Se<^on4.1 ot 4^ to affect adversely 

the participation- of-such Partner in-theincomergains^ -iossesj deduetiensr^pensesT-crediCSreapital or- 
distributions of the Partnership. 


ARTICLE Vn 

7. 1 Dissolution . The Partnership shall be dissolved upon the first to occur of the following 

events: 

(a) the election of the General Partna- lo tfissolve the Partnership at any time with 
the consent of Limited Partnars then representing a majedty in interest of aB Limited Partns-s; 

(b) the election of the General Partner to dissolve the Partnership at any time if all or 
substantially ail of the Partnership's assets shall have been sold or disposed of or shall consist of cash; 

(c) the occurrence of an event of withdrawal firom the f^rtnership by the General 
Paring as provided for in Section 4.02(a) of the A<4; or 

(d) the occurrence of any other event which under the Act causes the dissolution of a 
limited partnership. 

Notwithstanding the foregoing provisions of this Section 7.1 . Ae Partnership shall not be dissolved upon 
the occurrence of an event specified in Section 7.1(0) if within 90 days after such occurrence a majority in 
interest of the remaining Partners agree in writing to continue the business of the Partnership and to the 
appointment, effective as of the date of withdrawal, of a successor general partner. 

7.2 Liquidation and Distribution . In the event of the dissolution of the Partnership, the 
General Partner (or in the event the dissolution is caused by the occuircnce of an event of withdrawal as 
contemplated by Section 7. Ifc) or any other withdrawal by the General Partner, such person as a majority 
in interest of all Limited Partners shall designate in writing) shall act as liquidating trustee and, in an 
ordwly nanner. shall wind up the affairs (including the sale of any assets deemed appropriate by Uie 
liquidating trustee) of the Partnership and shall apply the assets of the Partnership in the following order; 

(a) to pay for all debts and Uabiliiies of the Partnership owed to creditors other than 
Partners (and if any liability is contingent, or uncertain in amount, a reserve equal to the maximum 
amount to which the Partnership could reasonably be held liable may be cstabhshed); 

(b) lo pay for all debts, if any, of the Partnership to the Partners; and 

(c) tho-eafter, all remaining cash or other property, if any, of the Partnership shall be 
distributed to the F^tners in accordance with Section 4.1. including any reserved cash or property 
released because in the judgment of the liquidating trustee the need for such reserve has ended. 

7.3 No Neeative Capital Account Obligation . Notwithstanding any other provision of this 
Agreement to the contrary, in no event shall any Partner who has a negative capital account upon final 
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distribution of all cash and other property of the PartQerrfi4> be requirod to rratcffe such negative account 
to zero. 


7.4 Merger . The Partnership may, with the wrtoCTi cotseot of the Genera! Partner and the 
consent or vole of Limited Partners then representing a majority in iiUerest of all Limited Partners, adopt a 
plan of merger and engage in any mergCT permitted by applicable law. 

ARTICLE vnr 

Miscellat^ous 

8. 1 Waiver of Partition . Each Partner ho-eby irrevocaWy w^ves any and all rights that it 
may have to maintain an action for partition of any of the Partnerehip's property, 

8.2 Entire Agreement . This Agreement constitutes the Mitirc agreement among the Partners 
in respect of the subject matter hereof and supersedes pricr agreement or understanding among them 
in respect of such subject matter. 

8.3 Severability . If ^y provision of this Agreement, or the application of such provision to 
any person cr circumstance, shall be held invalid under the applicable law of any jurisdiction, the 
remainder of this Agreement or the application of such provision to oth^- paresis or circumstances or in 
other jurisdictions shall not be affected thereby. Also, if any provisicai of this Agreement is invalid or 
unenforceable under any applicable law, then such provision shall be deemed inoperative to the extent 
that it may conflict therewith and shall be deemed modified to conform with such law. Any provision 
hereof that nmy prove invalid or unenforceable under any law shaU not affect the validity cr 
enforceability of any other provision hereof. 

8-4 Notices . All notices, requests, demands, consents, votes, approvals, waivers and other 
communications hereunder shall be effective only if in writing and shall be deemed to have been duly 
given if hand delivered, mailed (first class mail, postage prepaid) or sent by facsimile or ovOTiigbt courier 
if to the Partners, at the addresses facsimile numba-s set forth on Schedule A . and if to flie Partnership, 
at the address ot facsimile number of the General Partner set forth on Schedule A. or to such oth^ address 
or facsimile numbw as the Partnership or any Partner shall have last designated by notice to the 
Partr^ship and all other parlies hereto in accordance with this Section 8.4 . Notices sent by hand delivery 
shall be deemed to have been given when received; notices mailed in acxordance with the foregoing shall 
be deemed to have been gjven three days following the date so mailed; notices sent by facsimile shall be 
deemed to have been given when electronically confirmed; and notices sent by overnight courier shall be 
deemed to have been given on the next business day following the d^c so sent. 

8.5 Governing Law . This Agreement shall be governed by and construed and enforced in 
accordance with the laws of the State of Texas (without regard to principles of conflicts of laws). 

8.6 Successors and Assigns . Except as otherwise specifically provided in this Agreement, 
this Agreement shall be binding upon and inure to the benefit of the Partners and their respective heirs, 
legal representatives, successors and permitted assigns. 

8.7 Counterparts . This Agreement may be executed in one or more counterparts, all of which 
shall constitute one and the same instrument. 

8.8 Use of Terms . Whenever in this Agreement the singular number is used, the same shall 
include the plural where appropriate (and vice versa), and words of any gender (masculine, feminine or 
neuter) shall include each other gender where appropriate. As used in this Agreement, the following 
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words or phrases shall have the meanings indicated: (a) '' maicritv inintoest of all Limited Partners ” 
means Limited Partners whose sharing ratios rq)rcsent at least a majority of the sharing ratics of all 
limited Partners; (b) ’’ person " means any individual, corpOTation, partnership, limited liability company, 
joint venture, trust, unincorporated association, (x other f<wra(rflnKiiiess cw legal entity or governmental 
entity; and (c) " Affiliate " means, when used with respect to any perstsi, a person controlling, controlled 
by or under common control with such other parson ch" Miy reltUitm erf such pCTson or any Affiliate of such 
othg-person (and-as-used-in-this-definition of— Af^i^eV&c-teTOi ^ntr{rf "-means-die-posscssion, 
directly ot indirectly, of the power to direct or cause the efirectioa of the management and policies of a 
person, whether through ownership of voting securities, by asntract or otherwise, and the term “relation” 
means, with respect to any individual, such individual’s spouse and the paraits, grandparents, brothers, 
sistem, children and grandchildren of such individual or of such individual’s spouse). Whenever any 
provision of this Agreement requires or permits the General Partner to take «■ omit to lake any action, or 
make or orrut to make any decision, unless the context clearly requires otherwise, such provision shall 
interpreted to authorize an action taken or omitted, or a dedsion made or omitted, by the General Partner 
acting alone and in good faith. 

8.9 Power of Atternev . By execution of this Agreement, each Limited Partner hereby makes, 
constitutes and appoints the General Partner, with full power of substitution and resubstitution in the 
General PartnK- (in its sole discretion), such Limited Fortner's true and lawfiil attorney-in-fact 
f" Attorney "') for and in such Limited Partnw's name, place and stead and for its use and benefit, to 
execute, deliver or recerd any agreement, CCTtificate, report, consent, uBtnimcni, filing or writing made 
by (X relating to the Partnership (including any amendment to cw modification or restatement of this 
Agreement authcrized pursuant to Article VI or reflecting merely clerical changes) that the Attorney 
deeits necessary, desirable or appropriate to effectuate the business purposes of. or the dissolution, 
liquidation or termination of, the Partnership pursuant to applicable law or the respective terms of this 
A^eement. 

IN WITNESS WHEREOF, the undersigned Partners have executed this Agreement effective as 
of the date first written above. 


General Partnw: 

First Dallas, Ltd. 

By: First DaUas GP, L.L.C. 


Charles Wyly, Manager 

Limited Partner: 

First Dallas International, Ltd. 

By: 

Title 
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FIRST DALLAS VENTURES, LTD. 

Schedule A 


Partner and Address 

Caphai 

Contribution 

Maximum 

Capital 

Commitment 

Sharing Ratio 

General Partner 




First Dallas, Ltd 

300 Crescent Court 

Suite 1000 

Dallas, Texas 75201 

Telephone No,: (214) 880-4047 

Facsimile No.: (214)880-4062 

$10 

$11,600 

1% 

Limited Partner 




First Dallas International, Ltd. 

P.O. Box 30868SMB 

5* Floor, Ugland House 

George Town, Grand Cayman 

Cayman Islands, BWI 

Telq)honeNo.: (345)949-0658 

Facsimile No.: (345)949-2519 

$990 

$1,148,400 

99% 

Total Ail I^rtners: 

$1,000 

$1,160,000 

100% 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Lincoln 

06/13/2000 09:55 AM 


To; Ke^ey Henr^ngton/|B|||[P[|| 
cc; Donnie Miller, Andre^^stbr^kl 
Subject: FDL Items 


Kedey, 

TTiese are the items that we discussed which need to be completed for Rrst Dallas, Ltd 

1 . Make sure that FDL's financials are up to date. 

a. First Daiias Ventures Investments (2 rounds of Coollink, and ttiis week RLI) 

b. and First Daiias Limited 

- We will be reporting to CJW on standing as of the 2nd Qtr. *00 

2. We need a letter of engagement between First Dallas, International and First D^las, Ltd to act as the 
Investment Manager for the foilowing investments: 

a. Winston Thayer 

b. Trans-Europe Buyout Fund (not yet invested) 

c. Libra 

d. Brazos 

e. Lehman (PO Fund 

f. Deerfield 

g. Lyco 

3. The Lyco investment has been previou^y made by Aspen Flyws(l think), we need to refund Aspen 
Flyers for friis investment and put it into First Daiias International. This may not be logistically possible If 
we have put this into the taxes of Aspen Ryers already(nght?). 

4. The tetter of engagemwit will call for a annual 1% management fee, paid quarterly (based upon total 
assets under management. The fee should be billed for the upcoming quarter. CJW would like for this to 
have started on April 1 . So we need to invoice for the last quarter and invoice lor the upcoming quarter 

5. First Dallas Ventures made a second investment into Coollink for $1 .25mm . Because of the speed of 
the transaction funds could not be produced from First Dallas International in time So, I believe th^ 
money was borrowed from Stargate Ihese funds will need to be paid back. 

6. Lastly, we should be making a $750,000.00 investment into a company called RockalLogix today or 
tomorrow, i asked that Rrst D^fas International make a $lmm transfer into First Dallas Ventures, we 
should make sure that this actually happened 

Please get back to Donnie ^id myseif on these issues as they happen so that we are alf on toe same 
page. If have any questions Just give me a call 

Thanks, 
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James W, Lincoln 
Managing Directs 
First D^ias, Ltd 

3D0 Crescent Court 
Suite 1000 
Dallas, Texas 75201 
7:214,880.4100 
F: 214.880.4062 
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Memo 

To: Shari Robertson, Mike French 

Cc; Keeley Hennington, Donnie Miller 

Re: Charles Wyly Family meetings - week of 10/09/00 

Date: October 1 6, 2000 

From: Michelle Boucher 


Keeley & I met with Charles & Donnie on 10/11/00, here is an update on recent developments: 

First Dallashlnternational: 

Charles has a planned investment in a new Peter Ackerman venture called “Fresh Direct”. It is a web based 
consolidator of fresh foods. You can order off their webdte and they will ship anywhere in the NY area. 
They have made significant progress on their warehouse fecilities and distribution center in Long Island, 
and they hope to be up and running in about 1 year’s time. The planned cc^ of this is $45MiIlion, and 
Charles would like to commit $ IMillion through Firet Dallas International for an October 3 1*' closing. Jim 
Lincoln will forward documents once received, but we expect the investment to be made into a tranche of 
preferred stock. 

First Dallas Ventures: 

This is the venture cap fund that Donnie and Jim are managing. Charies has authorised investments up to 
$ lOMillion at this time. They are contemplating further investment in Cool Partners Inc., as well as other 
predominantly web-based ventures, Jim and Donnie both appear to be really enjoying this verture. 

Ranger/Precept: 

It does not appear that Charies and Sara have been able to get together to wort: out details of Charles’ 
involvement with Ranger/Precept and the Ranger Management company. We had ordered tentative 
redemptions from Maverick for November 1**, which we’ll roll to Dumber I*' if details have not been 
worked out beforehand. 

Sport Horses: 

Charles is looking at establishing a breeding and equestrian training facility with Emily’s involvement A 
business plan has been presented, involving the acquisition of approximately 140 acres of land just north of 
DFW aiiport. Only 50 acres will be used for the business venture, and it is likely that the remaining land 
will be subsequentiy sold. Keeley and I are consulting Rodney to see if we can use a structure similar to 
that which was used for the gallery in Aspen, thus utilizing foreign assets for the cash injection and 
contributing Emily’s horses in the same way Kelly contributed the gallery’s inventory stocks. We would 
likely try to sub-divide the property and buy the land held for resale domestically, through another 
structure. I have not s^n it yet, but understand the business plan indicates the business will not likely cash 
flow for the first few years, and will need ongoing capital. The anticipated initial commitment will a 
minimum of S3Million. 

Little Woody Creek Ranch: 

This is the house that Emily and Jennifer use, We put together all documentation to sell this property to an 
lOM company last November/December. Charles has asked us to proceed once again and effect the sale. 
Ail domestic and lOM structures and funds are in place. Keeley will pull the documents and we’ll touch 
base with Charies a^in next week and proceed. 

Lambda Propeties: 

Nothing was directly discussed regarding construction activities on Charles and Dee’s house in Aspen. If 
they decide to proceed, we will recommend that an lOM company acquire the property, to provide fimds 
for the construction project. It is likely that this will not be underway until well into next year, with 
construction commencing in 2002. As with tlie Little Woody Creek Ranch property mentioned above, 
there are some issues regarding ownership of the existing properties which will need to be properly 
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considered and dealt with in the new structures, especially within tte aintext of creating sub-funds of the 
lOM trusts (see below). 

Sub-funds: 

Charles is aware that Sam is looking at creating sub-fiinds with the lOM assets, and is contemplating the 
same. We discussed the idea of creating them by using certain real estate transactions as the initiating 
transaction. This would include the new Sport Hor^s venture for Emily, and selling some of the Colorado 
properties which involves all the children to the foreign ^^m. Charies also discussed making specific 
$20Million allocations to each of Martha, Emily and Jennifer, indicating that he thought Chip was well 
taken care of domestically. 
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The Irish Trust Company (Cayman) Ltd 


c c 


C» Ci * 


FACSIMILE COVER PAGE 


TO; 


MaiyCox- pis distribute 


to Donnie Miller ■pr Chml B U ' W^ t. 



DATE; January 31, 2002 


From: Michelle Boucher 

Fax: 345-949-2519 

Tel: 345-949-0658 


We arc transminiiig _2rP“g®(s)- P'uusc contact the undersigned if there is ri problem 
wi& the trapsniission. 


Nfr. Wyiy. 

Fi!rthef to tny nighty Ac protectors piaa to lecatamcBd a total coctn'butioa of SSMiUion to First 

n »iia« IiUOTatioiial for the February 1, 2002 subscription date. 

I bave attached a surnnaiy of cash How since inception, and details of the short tenn cash icipuraoent that I 
am aware of. 

• Tlis lOM trusts have cmtribuied a total of S29.2 Million to date, of vdiicb S24.2M^oa was cash 
and S5M was investments. 

The cash cemtribution has been invested as follows: $4MilUcia into direct iovesaneiits, Sl.TlVfilhoa 
to die Lehman Managed account and SIS Million into First Dallas Ventoiu (12/31/01 balances 
phts Jammy contributiozis of M3dK). 

Based on outstanding ccKomitioeots to Brazos. Trans-Burt^ Partacra and Winston Thayer Capital Partners, 
as well as conoaitsieQCs to fond Elagent's oporatioas forough April 2002, 1 have estimated dm the 
protectors should reconurend an additional iovestmetd of $3MiUion doUais into First Dallai IntoiationaL 

A rccotODiendarioa to invest S IMilUon was given to foe trustees last night, in order to meet .dlagnit 
coanxutDKata fot t omor ro w, I suggest font the protectors also request the additiorud S2MiUi(>n as a Feb I*' 
subscription to provide for projected casb requirements tfamugh April 200Z. 


1<? 
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The Irish Trust Company (Cayman) Ttd 
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= Redacted by the Permanent 
Subcommittee on Investigations 


lons 


y)-' 


FACSIMII.K COVER EACK 


'10: 

Mary Cox - pis distribute to 

Domiic Miller & C'harlcs Wyly 

CC: 

Kecley nenniiigton 

From: 

Michelle Boucher 



Fax: 

345 - 949.2519 

FAX: 

1-214MHB 

Tel: 

345 - 949-0658 





nA'IK: 

May lOtli, 2002 




Wc arc trajismitimg paBc(s). Please contact Uicundcrsii^itcd if there is a problem 
with the iransmtssiori. 


Mr. Wyiy, 

Funhes to 11)6 funding request for FDV earlier this week. 1 have updated the sun^mary of cash flows on Pitst 
Dallas International thrnuf> yesterday. As previously disaused. we amirspatcd kccpuig a 'float’ of 
approxiimiely 51S7. Million to fund capital tails on Winston Thoyci, fharos, Trans bmopc tluyout and for 
funcimp, inveatmcnts of FDV. We last suHsenhed S3MtIhoD to the Fund on February 1“, which has beet* 
fully invcsicd. As such, ihcpioieciors of Red Mounum Trust would like to suggest a fut diet funding of 
S3Mi}lion to FliSl Dallas luicruariODal at die earliest possible date. 



Here IS a brief summary of the attached: 

llir iOM trusts have contributed a total of S32.? Million to date, of which $27,7MilliOH was cash 
and S5M was invesunents. 

The cash contribution has been invested as follows: S4.8 Million into dhcct jnvcstiiHmt.s, 
Sl.SMillion to tlir lebcnan Managed account and $20 3 Million into Fiist Dallas Vcniures, 

We ate waiting for asunimaiy of F.lagcut’s oi>cratioMl cash refioiremf nts fiom lim Lincoln I expect we 
will receive tliis on Monday motning. Based on ouLsunduig cormnitmeuts to lU8^.os, Trans-Furope 
Partners and Winston Thayer Capital Partners, and an expectation that the tlagew funding needs will be 
consistent with tiic nfted.s of the past 4 mths, I have cstintoicd Uwt il>e proteciots should reconuurod an 
ad Hitioo al investme nt of SSMiliion do llars into First Dallas liileinatioiial. 

As you arc owatc, Kcclcy and I are traveling to Isle of Man on Moriday afternoon Hopefully we cou touch 
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Th e Irish Trust C:omDanv (Cayman) Md. 

po.uox 10658 MO 
5““ I'jooi. Harbour Place 
Owttftc Towij Oisnd Caj^nai* 

Tel: (345) 949 0658 
Iax;(345) 949-7.519 

I'ACSlMll .V. TRANSMISSION 

lH'agcs(uic) C^ovcrdicct): 


DATiC; 

June 7-0. 7.002 

i’O; 

CbMilc.s Wyly 

COMPANY: 

I'list Dallns, I.td 

VAXNa 

1-214-880-4033 

I'KOM: 

Dean Russell 

fiUBJECr: 

Dallas International, Ltd. 

MPMO 

" 


DcarMr. Wyly, 

I’lcasc find atudicd May’s pcrfomiRncc foi the abovc*mcnliwicd fund, j 
If you have any questions, please contact Down Cumnihigs or myself.. ^ 


'Ihanks and kind rcp.ards, 



L>e.Bn Russell 
I’und Administrator 


Ihc itilbinuiiirm conttlrted in titij raaiinilc, std sny of JulSQimtnn, is intciitkd onty faTiKS persosal w4 confidential u« ofl^ 
rccipicw(s) nanifd «ho*c !f ihc reader of lliis hestinilo b not the intended reeifnent ot Hi aceni «c»poi«t«b!e for W lo the 

intended tedpicni, you are tmeby nniificd that yoB have received thi» dotunert in emw and th»» »«>y review, dieserninilion, 
disfaibuilon. Of copying of tlii* ^.limilc and any of its attachments is Jloclly pie»ha>»fc.d If jfOu hni/e received tin* dneumrnt »i enOf, 
pieateiKHiiyueimnicdiMeiy at the address notrj above | 
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O8/2O.-02 12:27 VAX 
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06-20 fl? 01:04f»!i 
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ACCflUHt tUSCHlPllOK 


incfwr 

60[^20 Ifxtiw* • Other 

flTOOlO Oome*itlr. Dividvfute 
MOOiF’ Cb i ivr^"' - ihoF 
A400?0 c«jn/lnf.£ - lof>8 Tcfrt 
660030 G8irVit>f.R - Ur>rc 0 lut <1 

tOTM IBKHt 


tww. Rwjtwa »mT ’ 

ACTIVnt IVQH %-oi o? mnu K 3VO? 

sent: 

mim: !DI flkST OAllAS ITO 

Ob. 01-0? BFC WLMCl --{J ACTtVnr- {|-- 07-31-0? IKDOAfAUCE ! 

OLBlt CBLOIl OtBlI . CvmtT OFfilT CkEOlT 


AM -00 

U^ZB.27 

l,0?b,1%.7V 


! 2,275.00 2,750.00 

53,-682.95 \ 118;22h20- 

55,7il.«7 ; 55,731.87 

; t59.«9.A2 3,ftl5. 566.37 


6,038,121.17 


! 54,085.65 5,984,037.89 


t ta-INSES 


700037 iegst Cxf.erv.e 

700033 lareisn Ibi Withheld 
n)0fi35 Bank Charges 
^0039 s nvfcstflteni Ath/iter tx^Knse 
n)O045 Sirectars Fees 

S00500 *rtmini£lrator-9lrf<.t Cwte 

2.000.00 

540.00 

316,704.79 

1,000.00 
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500.00 

687.50 

700.00 
10,000.00 

ZSO.OO 

3,165.44 

1 

} 

I 

1 

1 

2.500.00 
687.50 

740.00 

376,704.79 

1.750.00 
16,608.29 


lom EXPlNSfS 

333,687.66 


14,797.94 

1 

348,485.58 
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} 



100510 Quronsgatc 6«A t iruRt 

100355 9wi& of AAeric* Scvurltlcr. 
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170010 Mark to Market • Long 
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19S050 Othrr prepaid expences 
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298,167.97 
7,755,629,06 
7.738,254.61 
71, 774, 364.41 

6,618,8?5.?6 

1.V61.386.00 

509.6M.M 

516,187.81 

767,156.00 

1,750.00 

; 193,718.9/ 

: 156,558.59 

t 

7,374, 407.76 
104,949.00 
8,065,295.87 
3,054,442.22 
73.991,518.41 

1,750.00 

4,575,415.65 

lOlAl AS»tS 

79.960,557.35 


3,006,585.78 

f 

37.966,942.61 


tlJ^fUTlES 




j 



510000 Accounts Tayabte 

310050 A^' • IRISH TRUST 

31005S A/1* - OUEEHSCATt 

310060 LcfiAt fere Asyahlr 


5,950.47 

39,615.18 

1,000.00 

5,7?6.?3 

56,a9.74 

1,000.00 

! 4,049.55 

{ 

1 SDO.OO 


10,000.00 

3.165.44 

6,226.3 

TOIAl LiABItnilS 


52,291.88 

37,900.21 
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19,591.67 
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46QCmO CAPITAI SIOClC 

47(^20 Paid In Capital 


5.110.35 

32,251.610.76 


[ 311.99 

: 7.999,668.01 


3.4?7-3? 
35,251, 2^.77 
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06 ?0‘0? 01;04fA 

GL4.2 

tRIAt BAlAMa RfPCKT 

ACIJVJTY fHOK «-0t-0? T«IW Oi-51-02 

tFOGEt: snrac 

LNHTY; m flRST PALLAS IKI't , LTD 

PAKtS ? 

ACrOUHT OESCAIfllON 

1 05.-01 Cl? W6EW.AKCI -j| ACTIVITY' J|- 

CCBIT Citn)]T MBIT ; C8(DIT 

QS-31-02 IW> VAIMCI j 

DEBIT CAEOIT 

470050 VMstncd t«rmj>os 

2.0?'.,3W.J? 

2.025. 153..1? 

TOIAl CAflTAl 

074.41 S[0&0.000.00 

57.?R0,074.41 

UJS^ENSE 
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TOTAl SUSf^MSE 

0.00 { 0.00 
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TOTAL PL81TS 
TOTAL CRLons 
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uB-^u/n? 12;2S FAX 

The Irish Trust Company (Cayman) Ltd 
FIRST DALLAS INTERNATIONAL, LTD. 

Fund Summary and Calculation Report for 05/3ltt002 

pflffnifiQ f 

Fflof Year Cnd l)aU: 

KlHftinO NAV 

StartiiiH 1 0S5 CaHyfofwsifri 

Nur!i(M:r of Sfiafus OuUl^iiiding 

Value of Sfiates Olitst;<ncJin9 
Cufitffl Monifi {fjCfore 

Current Moniti End Dati; 
fufidlotal NAV 
SSiares CXiWandaifl 
Mon»» Fnd UNAV 
Month End NNAV 

Thre-cfiofcl incentive Teos ; ^lO-ISOOCG 

Incerttive^F fJCJ share ■ OOOOOOO 


i?ai/700i 
110.1&GGC6 
(i(XXXXXi 
283.934,^11104 
31.>B0.074 3B 

0&/31«>0? 
32,947.&50.94 
347,232.17/147 
96.2/2011 
9C 77?b11 


^006 006 

I'hho 1 
05/20/700? 
1)9.06:13 AM 


r.i»teritOff 0 f»nsf*iiee : 96,277511 


[ij^nensniar\aJiCWdh Summary 
Month Fnd [taience 
Issuer 
flKd{mi(ition$ 

CO F srim Kefends 
IncenUvc r^a'd 
F inal iMtann'. 


siiarcs _ v^iutu- 

. 342,737 177142 32.947.550 94 

0.000000 0.00 
: 0.000000 0.00 

: 0.000000 0 00 

: ^OOOOOO 0.00 

. 347.232.17714? 37.947.&50.94 


Ter Oils fund. Fund NAVs. Incentive. CT/DO and offer pinoc arc rounded to 6 dceimal places. 
Share trnnsaefions are rounded to C decima! pfaccs. 

Ifierc ate Unposted Shareholder Transaciicxis unpostact .stiarchofdet ban&adions. 

Mnntti end Caicufations have been porformed. 

The monUi is NOT closed tu further sliaichuldcr (laAsactions. 

This Ls not a Yoar-Frid NAV 
1 ills fund uses Uic Ct^U/nhon Ai^ustment Method 


Active Investors : 4 
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06/20/02 1 2-.40 FAX 


i^002 002 


The Irish Trust Company (Cayman) Ltd 
FIRST DALLAS INTERNATIONAL. LTD. 
Historical NAVs 12/31/2001 to 05/31/2002 


NAV DB(e 

Instil! Dalt 

(iroSSNAV 
por Slusrt; 

Nhi NAV after 
Vh 

OfiRr Pikie 

f umi NAV bcfor« 
IransactxMis 
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YTD tf^cf »•<««: 
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Yes 

Yos 

■ oT^/2002 

O7/OTft0O2 

"iia7038?4 

■~m7'038?4 

110.703674 

g 

8 

1 

rt4f«r~' 

0'49?r 

Ye* ~ 

"No 


o-ifowm 

4104G.1Mt 

110.403341 

110.403341 

34,357.782170000 

-0.22% 

0.27% 

YcG 

No 

03/:n/J002 

W/01ff>002 

648404 

9G&i&404 

90 648404 

30.000.864 .860000 

-1751% 

-1? 27% 

Ybr 

No 

04/3(^700? 

OSKJIfi'flO? 

seTirns 

MJOr/isi 

■ 9e;i577i9 ?d.908;20545^^ 

-o;5i%“ ■ 

- -12.72% 

Yes 

' No 

t)S/3l/2002 

OWOlfiiOO? 

96.272011 

90.272511 

90272511 

32.947.550.840000 

012% 

-12 61% 

Yes 

No 
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From: 

Sent: 

To: 

Subject: 


Keeley Hennington 
Tuesday, July 16, 
Margot Macinnis 
RE: FDV and LWl^ 


Margot -- Let’s wait and see if you hear back from Michelle on this- I sent Andrea a note 
yesterday asking for timing but she did not get back to me and is out sick today - so I am 
assuming we are safe waiting until tomorrow and maybe in that time you will hear from 
Michelle. My instinct is to fund from Tyler Trust but would like her confirmation on 
that . 

Thanks 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public Information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Margot Macinr 
07/15/02 04:32 PM 



To: khennington^^^^^^^B MBoucherq 
Subject: RE: FDV and LHLLC 


I don't know which trust or entity Michelle would want the cash to move from. But, if the 
fact that Elysium holds a large part of FDI means anything, and assuming the payment can 
come from the Tyler Trust — in Elysium there is a government agency bond maturing on July 
17th that could 

cover the S600K+. There is also a large enough G.AB in Soulieana, but it 

looks lake it may have already rolled over. The only entitles with enough 

cash on hand to cover the short term payment of $200K is Gorsemoor. The Tyler Trust 

itself also has sufficient cash to cover the short term payment. 

Let me know what you think. 

Margot 


Original 

k h e n n i n gt o 

Sent: Monday, 2002 4:28 PM 

To: MBoucherfl||H^^H Margot Macinnis 
Subject: FDV an^LWL^ 
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Based on the last e-mail on 5/29 Charles approved $210,000 per month for Transfinity and 
3200,000 per month for Seranin. We need to fund the following for rest of July - $ 110,000 
Transfinity, $ 100,000 Seranin. So, depending on how cash looks - you can either send just 
the $ 210,000 or $ 620,000 to take us through August 31st. Michelle - you may want to send 
just the $210,000 now since it is more immediate and wait to have another discussion with 
Donnie and Charles on the remaining funding and then you could fund a couple of months. 

All the Elegant related items have been paid - peaceful dlspostion and loan payoff so 
these should be the only items going forward. 


Little Woody is to cover jnortgate, operating etc till year end 
Let me know what it is looking like on funding and timing - thanks 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. 

It IS Intended to be conveyed only to the designated recipient (s) - If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients as not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 07/15/02 04:23 PK 


Andrea 

Westbrook 


07/15/02 03:12 
PM 


To: 

cc : 


Keeley Hennington/1 


Subject: FDV and LWLLC 


I need to get funding for both of the listed entities. 1 need approximately $410,000 
transferred to i’DV. S200k is for Seranin and S210k for Transfinity. I believe these 
where ok’ed, but I think that Michelle is out of the office still and 1 am not sure who to 
forwarded this on to. 

As for LWLLC, I need probably about $300,000. That should get me through the end of the 
year. The last transfer I have to LWLLC was in February in the amount of $200,000. 

Please advise on who I need to forward the questions 

Thanks ! 

Andrea 
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Keeley Hennington 

Tue^iay, November 26, 2£X)2 11:07 AM 
Andrea Westfc 
mboucher< 

First Dallas 


- I just talked to Jim and Charles and Donnie have approved an additional funding 
X to allow FD to keep their current % share of the company. The amount is 5353,000 
ey are setting the closing on December 5th. Can you please check current cash 
on and get with Michelle on any additional cash needed. 


eceding e-mail message (including any attachments) contains Information that may be 
.ential, or constitute non-public information. It is intended to be conveyed only to 
■signated recipient (s) . If you are not an intended recipient of this message, please 
• sender by replying to this message and then delete it from your system. Use, 

iination, distribution, or reproduction of this message by unintended recipients is 
ithorized and may be unlawful. 
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Charues J. Wyly, Jr. 


September 17, 2003 


Jim Lincoln 
Mangling Director 
First Dallas Limited 

Dear Jim, 

Congratulations on the sale of the Translinity assets! 

This transaction represents good execution of the plan that was 
established. 

First Dallas awards you a $10,000 bonus which will be 
included in this month’s pay. While the amounts involved in 
this transaction and this bonus are not large, they are 
symbolically important. 

Sincerely, 



cc:‘^on Miller 
Allan Duncan 

bcc: Keeley 

boc: Jana 


300 CiiBSCEOT Couiir, Surre 1000, Duus, Texas 75201-7852 
(214) 880-4030, Fax (214) 880-4033 
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Scottish Holdings Recapitalization 


1 Ownership percentage; 

• South Madison 38% 

• Besie/Tyler 57% 

• Boucher 3% 

• Chisolm 1% 

• Lynchburg 1 % 


New Capita! 

A. Tyler needs to contribute the balance due ($666,600) of the $2m additional 
capital Besie contribution of $1,333,400 has b^n received. 

B. Existing loan of shares of Maverick Fund from Bulldog and Pitkin to 
Holding should be increased by shares having a current value of an additional $20 
million. These shares are to be contributed by Holdings to SAC as additional equity 
capital. Loan is a demand loan and must be satisfied by return of the shares. Like 
the existing arrangement, this will be equity on SAC’s books and a loan payable on 
Holding's books. 

C. If additional shares need to be issued to balance ownership as above, issue 
shares at par value. 

Recap must be accomplished by December 31, 1997. 

Other terms of earlier draft of agreements remain the same (distribution preference, put, 
etc). 


pprmanent Subcommitt^ on Investigations I 
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SCOTTISH LIFE HOLDINGS, LTD 

MINUTES OF THE FIRST MEETING OF THE BOARD OF DIRECTORS OF THE 
COMPANY HFi n AT UGLAND HOUSE. 5TH FLOOR. SOUTH CHURCH STREET. 
GEORGE TOWN. GRAND CAYMAN. CAYMAN ISLANDS ON THE 9TH DAY OF 
JUNE. 1998 


PRESENT; Michael French 

In Attendance: Michelle Bouclier 


1. Incorporation Deails 

The Certificate of Incorporation, the Certificate of Incorporation on Change of Name 
of the Company, a certified copy of the Memorandvim and Articles of Association (as revised 
to show the change of name) and a signed copy of the appointment of Directors by a majority 
of the Subscribers to the Memorandum of Association were laid before the Meeting. 


2. Officers of the Meeting 

IT WAS RESOLVED that Michael French and Midiellc Boucher be appointed 
Chairman and Secretary, respectively, of the Meeting. 


3. Constitution of the Meeting 

The Chairman noted that all the Directors were present in person or by proxy and had 
agreed to waive notice of the Meeting. Accordingly he declared the Meeting duly constituted. 


Appointment of Officers 

IT WAS RESOLVED that each of the following be appointed to the respective office 
set opposite his name, each to hold office until his successor shall be appointed or his earlier 
removal from or vacation of officc:- 

Michelle Boucher - Secretary 
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5. Resignation of Director 

IT WAS RESOLVED that Henry Smith was appointed a director of the Company 
solely to facilitate the incorporation of the Company and that the resignation of Henry Smith as 
a Director of the Company is accepted, such resignation to be effective from the date thereof. 


6. Adoption of Seal 

IT WAS RESOLVED that the Company’s Cayman Islands legal counsel be and are 
hereby authorised to arrange the preparation of the common seal of the Company, and which 
is hereby adopted, upon receipt of specific instructions from any Director or other person 
acting on behalf of the Company. 


7. Adoption of Form of Share Certificate 

IT WAS RESOLVED that the Share Certificate, a specimen of which is attached 
hereto, be adopted as the form of Ordinary Share Certificate of the Corapany. 


8- Allotment of shares to Subscribers 


IT WAS RESOLVED to allot and issue Ordinary Shares to each of the Subscribers to 
the Memoratrdum of Association as follows, payment having been made in cash in full at par:- 

Hcnry Smith - one share (no certificate) 

Nicola Melia - one share (no certificate) 


9. Redemption of Subscribers Shares 

IT WAS RESOLVED that, immediately after the further issue of the Ordinary Shares 
mentioned below, the following Subscribers Shares shall be redeemed at par> 

Number of 

Subscriber Ordinary Shares 

Henry Smith one 

Nicola Melia one 
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10. Issuance of Further Shares 

IT WAS RESOLVED to allot and issue further Ordinary Shares as fully paid and non- 
assessable as follows, upon payment being made of US$0.3333 per share;- 


Number of 

Name Ordinary Shares 

Scottish Holdings, Ltd. 1,500,000 


11. Issuance of Share Certificate 

IT WAS RESOLVED that any two Directors or any one Director and the Secretary or 
other officer be instructed to prepare, sign, seal and deliver on behalf of the Company 
Ordinary Share Certificates as follows 

Number of Share Certificate 

Name Ordinary Shares Number 


Scottish Holdings? Ltd. 1,500,000 


01 


12. Section 183 of the Companies Law 

The Directors noted the declaration pursuarrt to the above mentioned Section signed by 
Henry Smith as a proposed director of the Company and it was resolved:- 

THAT the terras of the declaration be and they are hereby fully ratified, 
confirmed, approved and adopted. 


13. Termination of Meelinr 

There being no further business to discuss, the Meeting terminated. 
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MIKE’S DEAL 


Scottish Annuity 

Current equity is 40.000 shares, of which 8.000 (20%) are the carried interest of S. Madison 
Trust and 32.000 are owned (213-113) by Bessie and Tyler at a price of $15 5/8 ($500,000). 

Additiooal capital for SAC as follows: 

S. Madison purchases an additional 5,000 shai^ al $15 5/8 ($78,125). 

L)Tichburg Trust (LSA) purchases 1,000 shares at $15 5/8 ($15,625). 

Chisolm Trust (SR) and Michelle B each receive 500 shares each as a carry . 

Resulting percentages: 


Bessie 

21,333 shs 

45.39% 

Tyler 

10,667 shs 

22.70% 

SMT 

13,000 shs 

27.66% 

Lynch 

1,000 shs 

2.13% 

Chisolm 

500 shs 

1.06% 

Michelle 

500 shs 

1.06% 

Total 

47,000 shs 



MCF is CEO of SAC. This may not be able to be formalized because of tax issues. 

Commencing 1997, MCF receives annual consulting/director fee of $150,000. Fee increases by 
$25,000 annually through 2004. 

ssw 

MCF retainer increases for 1996 to $17,500 per month. Three year evergreen consulting 
agreement, with monthly retainer increasing by $1,000 each year. 

Continue to receive director fees. 

Options reload as exercised. Reloads in 96 at same time as, and proportionate to, Family. 

Annual non-accountable travel allowance of $60,000. 
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= Redacted by the Permanent 
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Mike French, F.r.q., 

Maverick , 

8080 N. Ce.nt 2 *al Expressway, 
Dallas , 

TX 75206. 


Pax to: 


030 1 234 



March 1st, 1995. 


The Scottish Armuity Coapariy (Cayman) Ltd. 
thank you for your fax last night. 

Where Kcilh and 1 are concerned with respect to the above 
company, wo feel that we are being asked to put our heads on the 
block wilhoul having much compensation. The potential risk to our 
reputation is much the more important aspect ae far as we are 
concej-ned. If it. t urned out that our agents in Cayman had been 
fraudulent, or merely negligent, and we as Managing Directors had 
failed to keep an careful eye on matters then our very livelihoods 
would be at risk. 

Quite frankly, we were not impressed by Roger Phelps' idea 
of a (juartej'ly ropoj't. As and when the new man is in place - and 
it might have been better had we been more involved in the 
decision to appoint him - we will hope to receive quarterly or 
monthly analyses of income, expenditure and cash position with 
comparisons against budget, the previous quarter and, in due 
course, the equivalent quarter in the previous year and so on. 
Being able to telephone you or Shawn is not the same thing, as 
doing so 3cave.e no record that we made sure that we were kept 
abreast of affairs. 

Two bits of recent news are relevant here; one well known, 
the other not. The notorious one is the ability of one dishonest 
man in a distant office to bring down a banking dynasty, Baring 
Brothers (my brother's in-laws), because people who should have 
supervised him wore not asking the right questions. The unknown 
one is that l.oruc House Trust, as a trustee, is fighting Che IRS 
in Northern California where the IRS is contending that a 
corporation owjjcd by the (foreign) trust is the mere 'alter ego' 
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of the Settlor, even chough I can assure you that the settlor in 
question has been far more willing to leave us in genuine control 
- a fact which promises to win us the case - than S. appears to 
be . 


On the slightly less important matter of rewards, we were 
glad to read that you might be able to point some significant 
business in our dix-ection. Thanks for thinking of us; 


R. Buchanan. 
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FAX TRANSMITTAL Maverick 


TO: Ronald Buchanan 

FROM: 

Mike Frenchi^iiaH 

Robertson 

COMPANY : I-onic House Trust 

PHONE: 

214 m 6350 

PHONE; 44 624S23S79 

FAX: 

214 691 8311 

FAX: 44 624S22 952 

DATE: 

March 21, 1995 

NUMBER OF PAGES (including cover): 

TIME: 

8:2? AM 


COMMEN7'S: 

Shari and I recommend that the Trustees conridcr the following investments: 

An aggrcjgatc $3.5 niUhon in one-half of one urot b^g offered in a private transaction by Boston 
Chii±eri, consisting ofa $2.5 million investment in BC Funding, a funding vehicle for Boston 
Chicken fraticliisecs, and $1 million in a new company being formed by Boston Chicken to 
develop a nationwide chain of bagel sloies. 

Aii aggregate of $200,000 (probably just from Bulldog and PhJdn) to be invested in an addition to 
the $300,000 loan previously made to Scottish Holdings (Ronnie, we need to discuss this 
structure vdien I am tliere on the 5ih), for further advance as ^uity to Scottish Annuity, making 
its total C8p!tali7.at{on $500,000. 

We understand that Scottish Annuity is required to maintain the US $240,000 minimum capita! io 
the fonn of cash equivalents, and that portion of tlie capital is not a^'ajIablc to use as wor king 
capital to finance the current capital invcstmwit and expense requlremMits. The remaining $60,000 
of initial capital has b^n e.vhaustcd for computer equipment, adntinistration fees, legal and 
ac-counting fees, and other expenditures, We furtlier undeistand that the company expects to be 
revenue positive by fiie end of this year, based on current indications of interest in the company’s 
annuity product, and that ilie additional investment is cjtpcclcd lo be a more than sufficient 
amount of working capital. 


Maverick Capital • 8080 North Central • Sukc 1500 • LB-32 ♦ Datlsr. Texas 7520$-I8S5 
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ya icTiU 


A new Cayman ftind. Maverick Growth and lm»me Fuad U in tlic process of formation. Hus 
fund will hold the lioston Chicken investments through a special puipose Cayman subsidiary. B & 
C Holdings, Ltd. In the event the iicw' fund is not ready at ite time funding is required for the B & 
C investnwnt, it may be necessary to contribute the $3.5 oiillion direct to B & C for equity and 
contribute the B & C equity to the new fund at a latn date, 

in conjunction wth the fonnation of the new fund, N^vorick Income Fund, Ltd. vrili iiquidate all 
of its investments and di^ribute the net proceeds to its shareholders. We reconunend that the 
shareholders coiihibute these funds to the new' Growth and Income Fund. 


Moic details will be available later. If the Trustees concur in these recommendations, we 
recommend that steps be takai to ensure the availability of funds under the current margin 
arrangements with l/clinmn and First Boston. We understand that you wll contact Lou Schaufde 
at Lehman regarding fiinding arfangements. 


Willi respect to timing, we understand that the ScotUsli Annuity funds are required to be in before 
March 31, in order that the statutory accounting requirements can be met and bills can be paid on 
time. Tiie B & C iraasacUon also bo inquired to be funded by the end of March. 



M&s’cnzk Capital * 8080 Nerih Central E^p^cfts:»ay • Suite 1300 • LB-31 • DaUas, Tcxu« 75206-1895 
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From; Bwicher To: Barbarn Rhodea P««: 1Z/1WM Thna: «:44ii0 


Page 1 of4 


= Redacted by the Permanent 
Subcommittee on Investigations 


FACSIMILE COVER PAGE 


TO: 

CONffANY: 

FAX: 

DATE: 


Barbara Rhodes From: Michelie Boucher 

Lome House Fax: 809-945-2197 

Oil-44-flHHHIP 809-945-2187 

December 1 8th. 1995 


Wc arc Iransmittiug 4 _ page(s). Please contact llie undersigned if tlwre is o 

problem with tlio n-ansmission. 


Dear Barbara. 

In tioing out October 1995 statements, I note the following items which differ, which I 
liope we can resoh'C for tlieir correctiwi in tlw December 1995 statements. I ha^'e not yet 
received the repons for No\'ember yet, bwl I suggest w^e incorporate any necessan,’ citanges 
in our reports in the December statements. 

As an aside. I will need the bank acti\it>' asap after each month end. Kindi)' eitliei* fax tliis 
as soon as )'Oii ha'vo {M'cparcd it, cw send it by courier v\ith the complete mondil)' package 
if they are prepared simultaneously. The mail can take up to 5 weeks, which is obviously 
too long a lag for us. 1 would like to have an outline of your monthly procedures, ie. do 
\'ou prepare the hank statements when available and then otlier info as it becomes a\’ailobIe 
or do \ou wait an\’ prepare tlie bank statements wiien all otlier info has l>een 

received and ^ou con put together evetyllung at once? Tins will help me to develop a 
timeUibie. 

1 ) SCOTTISH ANNUITY LOANS 

Morehouse Limited loaned $200,000 to Scottish Holdmgs in June 1994, this neod^ 
to be set up as a loan receivable in Morehouse’s investment listing. 

Roaring Creek Limited loaned $100,000 to Scotlisli Holdmgs in June 1994, tliis 
needs k» l>e set up as a k>an receivable in Roaring Creek’s inv'estineiil listing. 

3) OTHER LOANS 

Morehouse Limited loaned $100,000 to ‘Da^id Capps & Co.' in July 1994. Iliis 
needs to be set up as a loan recei\'able in Morehouse’s investment listing. M)' 
understanding is that at llie time the loan was made it was to be repaid almost 
imniediatel)’, there is no agreement and no tenns at this time. If I learn anvihing more, I’ll 
let you know. 
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From; Michelle Soucher To; Berbera Rhodes Ditfe; 12/18^ Tnw:1&4S;49 


P«a6 2of4 


4) STERLING SOFira'ARE SHARES 

In West CaiTol! Limited, yotir portfolio indicates 183,324 shares otMted. My 
records show 1 83,33.3. Tile activity I .sltow is as follows; 

= owned at 04T 5. 92 200,000 
Sold(/i'09;0]/9.S (4,700) 

Sold & 09.05, '95 (11.967) 

Balance 10.'31,"95 183,333 

5) INTERCOMMNY RICHLAKIVDEVOTION 

On October 26. 1995 Richland made an interest pajntient on belialf of Devotion, in 
the aiiiounf of 510.043.90. Your records reflect this pajinent a.s though it was made by 
Morcltouse and not Richland. The intercompany balances 0. 10/31/95 should be: 

Moiehouse/Devotioii $1,860,232.09 ^ 

Richland Devotion $10,043.96 y 

6) INTERCOMPANY LITn.E WOODY.'EI.F,QANCE 

On October 26, 1995 Little Woody made an interest pavinent on behalf of 
Elegance in the anioiini of S.5, 022.04. T'oiir records reflect this payment as tliongli it tt/as 
made by Roaring Fork and not Little Woody. Die intercompany balances 10/31 '95 
should be: 

Roaring Fork''Elegance $925,565.43 / 

1 .ittle Woodv'.'F.legance $5,022.04 / 

7) INVESTMENT IN C&B HOLDINGS RE; MAVERICK INCOME FUND 



Efl’ective Mareli 31.1 995, Richland wired out $933,333 re: C&B Holdings, tviiicll 
you have been canying at cost since then. In actuality, these funds were transferred to 
Maverick Income Fund and Maverick Income Fund in tom received tlie sliares of C&B 
Holdings. Diercfore, Richland docs not in fact own $933,333 worth of sliares in C&B 
Holdings, it owns additional shares of Maverick Income Fund. 

In summary Richland owns shares in Maverick Income Fund as follows 
be marked to market each raoiith: 

1 

-Maverick Irrcorne Fiutd purchased 3/31/95 10,046.4427'^ ’ 

Maverick Income Fund purchased 04/30/95 15.961.69% 

Total 26.008.1423 

Richl.nid docs not own any shares in C&B Holdings, / 


. which slKitild all 
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From: Mishette Boueher To: Berbaro RhocJat Drte; 12rt#»5 Tune: 18;W:4& 


Page 3 of 4 


7) IN\'ESTMENT IN C&B HOLDINGS RE: MAVERICK INCOME 

(CONTD) 

F.fleclive March 31, 1995 Little Woody wired out S466.667 re: C&B Holdings. 
'iLe sanre scenario applies here - Little Woody in fact received shares of Mav'erick Income 
Fund and Ma\’srick Income ftmd purcltased tlw sliares in C&B Holdings. 


Little Wood)' owns shares in Max'erick Income Fund as follows, which rfiould all be 
nuuked to market eacli month: 


Ma\’crick Income Fuad purchased 01/31/95 
Maverick income Fund purchased 03.01/95 
MaT-erick Income I'und purchased 04/30/95 
Total 


8.333.3300^ . ^ 
5.023.2267 
12.782.9105 / 
26.139.4672 


Little V'ood)' does not own ajw' shares in C&B Holdings. 

This slrould tie out to the number of stiares cm the T'aiuntion summaries I had sent you re: 
August 1995 to outline llic total investment values. 


8) COS T OF STERLING SOFIWARE COLLAR 


Tlus is basically outlined in Cindy Murdock’s memo of November 3rd, 1995, but 
ril summari7,e the numbers ov'erall below: 


Puts: They initiall)' cost S;3.57 per sltare that was coliored. 

They were stepped up in July 95 at a cost of SI .6422 per sliare 
They were stepped up again in Sept 95 at a cost orS2.25 per share 

Calls: lliey were worth $3.57 per sliare at issue, ie. we technically recei\*ed 
$3.57 per slmre for the call we sold. Because The Put cost us S3. 57 as alwe the net casli 
flow was NIL, (Put cost of S3. 57, Cell proceeds of S3, 57 = Nil cash). Although no cash 
changed hands, wis still want to reflect these per sliare values in llie accounting records. 
No activit)’ relating to the calls occurred in .Tuly 95, 

The calls were howev®' stepped up in Sept 95 at a cost of $5,44 per share. 
Wheji they W'ere issued we technically received S3. 57 and now we have a cost of $5.44, 
Are net per share is a cos! of Si. 87 per sliare. So leclwicalJ)’ w-e ha\'e a negatiT'e position 
that has positive cost. 

.'\ii o\'erall sunimar)' is on the next page: 
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From: Michelle Boucher To; Barbera Rhodes 


Data: 12/18^5 tmK 11.-47:82 


Page 4 of 4 


CoinpaiiN 

dale sliaics 

co£l'(pioceeds) 

Tola! Put 

Total Call 

Morobousc 

issue 100.000 

S3.57 

$357,000 



Issue (100.000) 

($3.57) 


($357,000) 


July 

S1.5422 

$164,220 



Sept 

$2.25 

$225,000 



Sept 

S5.44 


$544,000 

Tola) 

Cost 


$746,220 

$187,000 

West CaiToll 

(same as Morehouse) 




Ricliland 

Issue 200.000 

$.3.57 

$714,000 



Issue (200.000) 

($3.57) 


($714,000) 


July 

SI. 6422 

$328,440 



Sept 

$2,25 

$450,000 



Sept 

$5.44 


$1,088,000 

Total 



$1,492,440 

$374,000 

East CniToll (same as Richland) - FVI, even though you arc 

no longer im olved with tins 

account 





Roaring I’ork 

: Issue 150.000 

$3.57 

$535,500 



Issue (150.000) 

($3.57) 


($535,500) 


July 

$1.6422 

$246,-330 



Sept 

$2.25 

S.3.37,500 



Sept 

$5.44 


$816,000 

Total 

Cos! 


$1,119,330 

$280,500 


Little Wood>’ <Sanie as Roaring Fork) 
9. OTHRR ITEMS 


I have a coujjle of minor difTerences in intercompany' accounts \Yliich I \vill 
suniniarize for yxxi tonionow. Tiiere is also a series of iiivestjuents made by tlie Bulldog, 
Pitkin and Plocjucmines corporations tliat date back to I belic^'e 1992. Tliey relate to tiie 
interconipauN' ad\'ances of S49,405 you set back up in >'our records in September 1995 
(most of these intercompany ad\'ances w'ere witli Tensas). I >viH summarize the dates and 
amounts for you lomoirow. I will be able to p^o^■ide you with monthly valuations for 
the.se investments on a ongoing basis. 

Please let me know if you have any questions. 

Kind regards. 

Michelle Boucher (unsigned as sent via personal computer) 
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FROM *. 18393S49-2519 PHONE M3. : ftpr. 03 1996 03:^31 PI" . . 


= Redacted by the Permanent 
Subcommittee on investiKations_ 

FACSIMILE COVER PAGE 


TO: 

Barbara Wade 

Fpcan: 

Michelle Boucher 



Fax; 

809-949-2519 

FAX: 

on-44-tlBHl 

1 Tel: 

809-949-0658 

DATE: 

April 3rd, ISW 




We are transmittiog ft page(5). Plet^ coct^ the andersigDed if there is a jxroblem 
with the transmissbn. 


Dt^Bafbara, 

The pn>tectorates eonunitlec reeoniniendfl the following: 

Bessie and Tyler make an eddhionol contribution to Scottish Holdings equal to the 
amount that Scotdsh Holdings owes to ihe Bulldog and Piddn Trust entitje;. 

I will then arrange for Seoidsh Headings then repay the loans back to the Bulldog 
andPiddn entities. 


I have attached a sumznaxyoftbe amounts, including inlcxeit accrued to Match 31, 1936. 
If you accept the above KComroendationdtetmASfhrs should be bandied as fellows: 

1)Fugue sho uld transfer S 463,&94.!24 to Bessie Trust tife at Baz^ of Bennuda 
^ (PMHHII plus the applicable wire charge Bessie will incur to wire the money to 
Scottish Holdings. 

^ 2)Bes$ie Trust should then wire $463^94.24 out h) Scotti^ Holdings. 


S^oulieana should transfer $231,946.50 to thel^ler Trust a/c at Bankof Bemuida 
^ (tingng^ plus the applicable wire charge Tyler ^vU incur to wire the money to 
SootUsb Holdings. 


4)1^61 TVust should then wire $231,948.50 out to Scottish Holdings. 

JiA soon as the money hits ScMtish Holdings, I wdU send it back to the acoounts as 
fellows: 


WestCanoU Sld5,i33 
Richland $9,227.91 
Morahouse $288,533.33 
Little Woody $87,681.83 
' Rtuuing Creek$144,2Cd.67 


Please let me know if you have any questions. 
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FROM : t^3949-2519 RONE NO. : Plug. 22 1996 02:51PM PI 


FACSIMILE COVER PAGE 


TO: 

Shari Robertson 

From: 

Michelle Boucher 



Fax: 

809-949-2519 

FAX: 

1-214-891-8245 

Tel: 

809-949-0658 

DATE: 

August22iid, 1996 




Wg are ♦raiMm i trin g ^ pagcfs). Plcasc coatacttfae updcrsicned if there isaprob!*^ 
wkh the traztfmls^oo. 


Shazi 

Hei« are the FINAL June 30tii, 1996 SAC finazicial statements, as well as a wc»iEsI»set 
' that.coosoliyialesSoottiidi Holdings and SAC ss at 12/31/9S and 06/30/96. Mike bad 
leqiMSi^ed tlie ccm^lidadon to show a better ^ctoxe of tiie annuity iHiAuess. He has also 
zeoetvedcc^ea of these items. (I had sent him draft SAC 6/30 accounts a few wedcsi^» 
bitt we were widting to finalize detuls of 06A)1 investment feat was tnmsfened&cxEa 
lOMA and It to^ some dme to determine their actual value). 

Ihe deceit in $H is approxiinated by: 


Intqnst on the origixud $500K loaned from the trusts @ 24% $132,000 

(these were repaid as of 03/3 1/96) 

hiteiestequadi^ to the isaease in Fund shares transfened to SAC $694,156 
Other qperadng items (bank Interest & l^al/organization costs) $ _ 1S.921 
Total SmJUTl 

Since die increase in the Fund shares is riiminated iqxm consolidation the overall 
consolidated defied is o omp ii s ed of. 

Accumulated SAC deficit (without increase in Fund shares) $ 61,337 

^interest on SSOOK loan $132,000 

SEI Operating items $ 13.921 

Total $262.808 


I am maintaining SH on Total Return, if you want to see any of that detail, let me know. 
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Transmittal 


To: Ronnie Buchanan 


Prenv 

Shari Robertson 

Lome House Trust 


Phone: 

(214) 691-8341 

Date. 12/23/86 


Fax 

(214)891-8245 

Copy lo; Mirfietie Boucher 

Regarding: DessleSTyier Trusts 


Pages <— 


$1 ft 

Tho prolfedorale eortwitlw for the above trusts recommend a furlKer cepitid oontrlbuUon to Scc^i^ 

Holding of $720,000. We further recommend Uiat this conlrfiKJtton be $ 480,000 from Bessie Trust » ^ 

$240,000 from the Tj4or Trust. We recommend tfiat this contrfdution be made On 12/27/88. Cfcii- 

OW i<f |; 




3)1*..., su<j' 

^ 




-iU. ^TOcWi. I 


tw. sell 





23-r€C-19?& 20:37 


02:48 PM 


2146916245 


P.001 
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Scottish Annuity 


Tyler Cash Investment 

6/7/1994 

$100,000 

3/29/1995 

$66,667 

11/1/1995 

$ 4,358 

12/31/1996 

$177,667 

Total 

$348,692 

Buyout 

$700,000 

Annual Rate of Return 

35-78% 


Shares of Maverick Fund loaned as additional capital will be returned. There is also a payable of 
302,333 for an excess expense reimbursement at 12/31/96 that will be repaid. 

Most recent financials are attached. On a consolidated basis (which eliminates the Maverick Fund 
gains) there was a loss of $210,000 for the first half of 1997. This is due primarily to a substantial 
increase in marketing and promotional activities, and to new legal fee arrangements with MCF. 
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Transmittal 


To: 

Sam Wyly 

Evan Wyly 

From: Snai|,Kobertson 


Charles Wyly 

Don Miller 

> 

Phone: (214) 891-8341 

Date: 

08/29/96 


Fax: (214)891-8245 

Copy to: 



Pages (c3 ) 


Regarding: Scottish Annuity / Scotti^ Holding 

Enclosed is the consolidated balance sheet for Scottish Annuity and Scottish Holding. 

I am enclosing Michelle's memo to me and I think it will answer any questions you might 
have about the balance sheet. 


A reminder, that the Wyly’s loaned $2,008,01 3 of Maverick Fund LDC to Scottish Holdings, the 
interest rate is measured against the performance of Fund. Scottish Holdings contributed the 
Fund investment to Scottish Annuity as APIC. The Investment in Fund is now worth $2,702,169. 
Scottish Annuity’s profit YTD less ^ profits from Fund is $58,694. 
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FROM : 18093949-2519 


PKJNE ND. 


flug. 22 1996 02:57PM P2 


Consolidation of Scottish Annuity & Scotdsh Holdings 
AsatD$/30/9e 
Balance Sh^t 

SACS8H 



SACQntv 

SHQnly 

EflmlaalkiR 

COMMdMltM 

Amte 





Ca^ 

198,604 

4.994 


203.4M 

InvMbnamkt MtMKfefc Fimd 

2,702.169 



2.702.189 

fewMinwntinSAC 


2408.013 

(2,508.013) 

0 

SejpegttM AooouiUs 

64,964,466 



64,«)4466 

FeMiBOiiwMa 

177^ 



177403 

OiharAaabi 

81.468 



814(9 

OucifiromSH 

5.672 


(6,6^ 

0 

ToMAsMte 

tt.129.683 

2413407 

(2413486) 

88.129408 

iMbSSem 





AccourAi PajnMi 

25.435 



23,435 

Sagrssidad Aoeounts 

64,964,468 



64,064486 

Unaamadf— » 

1.S00 



1,500 

DwtoSAC 


6.672 

(5472) 

0 

Uars to ^wrahoidws 

2408415 


2.008.013 

Morast an Lam PayaWd 


694,166 


694,156 

TaWUabSBaa 

•4418,401 

2407441 

(Mrt) 

87.e»1470 

Sham Capital 

250,000 

4,400 

(250400) 

4400 

Sham Pramium 

2458,013 

«S443 

(2458413) 

895443 

IMainad Eambigc 

632460 

(895.077) 

0 

(262.808) 

TMatf Equity 

3.140482 

(194434) 

(2468412) 

437438 






Tool Uabntiaa A Equity 

C8.128483 

2413.007 

O.M3WI 

€8.128.006 


Waainnaa 

Intamat 

Hm 

Inwabnam In Mavartck 

Ineoma Statement 

6.735 443 

166,655 

608.803 


7,178 

106,656 

508403 

ToWRavanut 

•82.193 

40 

8 

aaaaaq 

Eipanaaa 





IntaraatEipanae 


50.723 


539,723 

WatasaiofM hnu 

25.479 



25479 

Salariaa&Bananii 

29477 



29,877 

Dapradatlan 8 Amoct 

14,069 



14,089 

Oihar 

314Z4 

320 


32,144 

Rant 

7492 



7498 

Oevanvnant 

8435 



6.336 

0 

TettfExpanaaa 

114498 

84040 

0 

654JP38 





0 

nn maofna 

867487 

<0».WP) 

fi_ 

27497 


statement of Retained Eamini}* 


Opardng RaWnad Eaminoa 

•4.772 

(355.477) 


(280.706) 

Nat Ineema for Ota yav 

587.487 

(538.600) 

0 

27.897 

CtoalBO Ratainad Earntnoa 

832.260 

_i895.077) 

0 

__ (262.808} 
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= Redacted by the Permanent 

Subcommittee on InvestigationA 

Paul Gddean 

^ 08/18/2000 12:19 PM 

Extension; x^660 



Subje^: Sc^sh Annuity Company. 

The transacdon was public^ filed pursuant to an 6^ 

Scottish Hc^ngs, Ltd. (a company owned by the Wyt/s and Mike Frendt) sold ail 250,000 shares of 
Scottish Annuity Ct^pany (Cayman) LW. to Scottish Annuity & Life Holdings. Lto. fix $11,562,161.84. 
The transactkxi was cm 12/31^9. 

Thus, Scottish Annuity & Life Holdings. Lto. owns all the issued and oustanding stock of Scottish Annuity 
Company. 

i have toe purcha^ agreement and board resdutions from each of the entities authorizing/stoP>'°vio9 
bansacfion. Also, fy). Prud^bal Securities issued a toimess opinion regarding the transaction. I do not 
have a copy of toe fairness transaction. 

If you need anything else, please let me know. 

PG. 


FOIA; Confidential Treatment 
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Our ref Aia>/999999/1610752/v9 

Permanent Sub-Committee on Investigations 

Committee on Homeland Security and Governmental Affairs 

United States Senate 

Washington, DC 20510-6250 

U.S.A. 

Attention; Ms Laura Stuber/Mr Mark Nelson 


5 July 2006 


RECEIVED 
U.S. SENATE 

JUL 0 5 2006 

PERMANENT SUBCOMMITTEE 
ON INVESnOATIONS 


Dear Sirs 

We refer to our letter of 7 June, 2006. As requested, we forwarded your list of questions to the 
various client contacts with respect to the companies listed in paragraphs (d) through (k), 1 3 and 14 of 
your letter of 2 June, 2006 to seek instructions as to whether we are authorised to discuss or divulge 
client specific and confidential information with the Subcommittee. 

We are still waiting to receive definitive instructions from all of these entities, some of which are 
being separately advised or represented by other legal counsel, but we thought it appropriate to 
provide you with a report as to the responses we have received to date, which are as follows; 

1, With respect to your questions about HBK Offshore Fund Ltd., HBK Offshore Fund Ltd. does 
not wish to waive any rights of confidentiality or client-attorney privilege but we have been 
authorized to provide the following information. HBK Offshore Fund is a multi-strategy hedge 
fund managed by HBK Investments L.P., which is an investment management firm based in 
Dallas, Texas. HBK Offshore Fund was created in 1996 in order to allow qualifying U.S. tax- 
exempt investors and non-U.S. investors to participate in an investment program substantially 
similar to that of HBK Fund L.P., which has been offered to qualifying U.S. taxable investors 
since 1991. The investors in HBK's funds include a wide variety of foundations, endowments, 
pension plans, funds of funds, other institutions and families. Maples and Calder has served as 
Cayman Islands legal counsel to HBK Investments and its funds since HBK Offshore Fund was 
formed in 1996. In this capacity, Maples and Calder has provided legal services typical of those 
provided to other funds and fund managers, in exchange for hourly fees. Maples and Calder has 
no role in the investment decision-making process, which is handled by HBK Investments, in its 
capacity as investment manager of the funds. HBK Offshore Fund was listed on the Cayman 
Islands Stock Exchange ("CSX") in January 2000 to facilitate compliance with the NASD's 
prevailing requirements related to investments in "Hot Issues." Following a change to the 
NASD's rules that became effective in March 2004, the CSX listing ceased to be advantageous, 
and HBK Offshore Fund chose to voluntarily discontinue its listing at the end of 2004. Maples 
and Calder is a listing agent for the CSX, which role principally involves acting on behalf of 
funds to ensure that fund documentation is in compliance with the rules of the CSX and general 
requirements of Cayman Islands Law, as well as attending to annual fee payments, the filings of 
accounts and periodic updates where required to maintain the listing in good standing. Any 
additional questions regarding HBK Investments or the funds that it manages would best be 
directed to HBK Investments' offices in the United States. 


Maples and Calder PO Box 309GT. Ugland House, South Church Street. George Town. Grand Cayman, Cayman Islands 
Tel tl 345 949 8066 Fax. +1 345 949 8 
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2. Maverick Capital, Ltd. ("Maverick") has indicated to us that it desires to cooperate with the 
Subcommittee in its investigations but does not wish to waive any rights of confidentiality or 
client-attorney privilege. Maverick has therefore declined to authorise us at this time to engage 
in direct discussions with the Subcommittee of matters concerning Maverick or any of the funds 
it manages which could effectively waive those ri^ts. Maverick would prefer the 
Subcommittee to address any questions concerning Maverick directly to Maverick in the United 
States. 

3. Respective legal counsel or other representatives (in the case of the companies listed at (d), (e), 

(f) or (h) below, each of which we understand has been either wound up or struck off from the 
Register of Companies and no longer exists) of the following companies have inforaied us that 
the following companies do not wish to waive any rights of confidentiality or client-attorney 
privilege and that we are not authorised to discuss confidential or privileged information: 

(a) Irish Holdings, Ltd. 

(b) The Irish Trust Company (Cayman) Ltd. 

(c) First Dallas International. 

(d) Maverick Growth & Income Fund L.D.C. 

(e) Maverick Growth & Income Fund Ltd. 

(f) Edinburgh Fund, LDC. 

(g) Michelangelo Investors. 

(h) Scottish Holdings, Ltd. 

4. At this point we are waiting to hear further fi-om: 

(a) Legal counsel acting for Scottish Re Group Ltd, Scottish Annuity Company (Caym^) 
Ltd. (which we understand was formerly called Providence Annuity, Ltd.) and Scottish 
Aimuity & Life Holdings Ltd. 

(b) In-house counsel for Ranger. 

(c) Legal counsel acting in connection with Michaels International Finance Inc. 

We will provide you with another update as soon as we have any further details to report. 

Yours faithfully 





MAPLES and CALDER 
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01/20/00 12:50 FAI 


!2l 002/004 


Scottish Holdings, Ltd 
Balance Sheet 
As at December 31st, 1999 


Assets 

Cash on hand 

Investment in Maverick, at mkt 
Receivable on sale of Scottish Annuity 
Total Assets 


577,622 

37,655.912 

11.S62.162 

49.795.696 


Uabiiitias 

Accounts payable 47,156 

-Loans payable (Maveridc shares) y ,655,912 

Total Liabilities 37.703.069 

Share Capital 

Capital stock 4,440 

Paid in capital 3.228,543 

Retained earnings 8,859,345 

Total liabilities and share capital 49,795.696 
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01/20/00 12:51 FAX 


@004/004 


Scottish Holdings 
Cash reconciliation 
January 20th, 2000 


Balance 12/31/99 

less: Executive Connectjon 

less: Executive DKinection 

less: Jet Solutions 

less: htighland Stogate {NovA3ec) 

less: draft/wre d>arges 

add: prcH::8eds on sale 

Balance at 1/20/00 

liquidation pref^nce 
dividend to oth^ sharehddets 

Balance remaining 


677.622.69 

(13.677.00) 

(lA.^.OO) 

(107.00) 

(18.410.16) (47,156.16) in A/P 

(55.00) (5+5^40) 

11.562,161.84 

12,092,573.37 

( 2 , 000 . 000 . 00 ) 

(10.075.000.00) 

17.573.37 


items to provide ten 

HigWand Stargate reimburse Jan 6.000.00 

liquidation costs 2.500.(K) 

excess left behind (to coverany addn'J exp) 9.073.37 

(this will be distributed eventually, once Piquidation finalized 
which vnU take approx 6 mths) 


Distributions to shareholders: 

# shares 

liq preference 

balance 

total 

Audubon Asset Umded 

SM)iteand Uimited 

16.672 

8.436 

1.333.333.33 

666.666.67 

3.628.500.00 

1.914.250.00 

5,161.833.33 

2.580.915.87 

Arakan Limhed 

Ahonco International Limited 

Vasper UmHed 

Blake Corporation Limited 

16.872 

1.332 

444 

444 


3.628,500.00 

302.250.00 
100.750-00 

100.750.00 

3,828,500.00- 

302.250.00 

100.750.00 
100,750.00 


44,400 

2.000.000.00 

10.075.000.00 

12.075,000.00 


check 

2.000.090.00 

1Q.075.000.oa 

12.Q7S,OOO.OQ 
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Boucher ” 

<rT^udier@(»rKiw .ky 
> 

08/31/2001 11:36 AM 


To: <shuebnsr@ 
cc: <l<henrtngtoril 
<evan_wyly@ 
Subject: URGENT emaiFlt 


<swyly@H|^ 

jp>, <^a‘i_robeflson@ 


leed a quick reply on this - thanks! 


Sam, 

Keeley and I need to touch base with you on a couple of things relating to 
the foreign trust system: 

1. Withdrawal from Maverick Fund offshore to raise cash for other 
Investments . 

I received an email from Lee and Shari last night indicating that you 
thought the withdrawal of Maverick this month was going to be reinvested 
This is not the case. As per the cash flow information we discussed or 
August 3rd, the Trustees have requested a withdrawal of S30Miilion frora the 
Scottish Annuity Policy. The withdrawal is being made in two stages - 
S20Million at September 1st and SlOMillion at October 1st. The Scottish 
Annuity policy will redeem their Maverick investment to raise casi. The 
cash Will then be withdrawn from the Scottish Annuity Policy and transferred 
back to the trust. The trust will use this cash for various other purposes, 
such as acquiring Beverly Drive, investing in Ranger, Greenmountain and 
funding commitments to Red River and Winston Thayer and funding construction 
at Two Mile Ranch. As you are aware the cash reserves in the trusts have 
been considerably diminished, raising this cash will also replenish the 
•working' cash balances for other unforeseen Investments that may arise over 
the near term. 

FYI, there has been no action to sell Michaels Stores shares from Che 
offshore trust yet. A decision on whether to liquidate some of these 
holdings has been deferred at this time, but will be revisited when cash 
needs arise again. 

2. Withdrawal from the Scottish Annuity Policy. 

As indicated above, a decision was made to withdraw the Maverick Func 
holdings that reside in the Scottish Annuity Policy and withdraw part of the 
policy. As discussed with you, this was arrived at for the followinc 
reasons: 

- the Maverick investments held directly by the trusts (not in a Scottish 
Policy) are lower in dollar value and would easily be transferred as a block 
to Ranger when the need for additional Maverick holdings to keep Ranger's 
investment ratios in line is needed. 

- advice was obtained from Rodney Owens last year indicating that he didn't 
feel the annuity gave the trust much additional tax advantage, and in the 
event that the trust was challenged having the annuity in place would be 
insignificant to the overall picture. 

- the annuity policy was originally acquired, in part, to provide seed 
capital to Scottish’s book of business which was no longer necessary 

- cost of continuing to hold the annuity (although this is less of a concern 
now as fees were significantly reduced effective January 2001 to 10 basis 
point.?, which is approximately $50K per year at this time) 

The Trustees submitted the withdrawal request and initially Scottish Annuity 
agreed to the withdrawals. 1 had a couple of conversations with Scottish 
about this, but there was no real fuss made about it. However, this week, I 
received an email from Mike French which I found very offensive. Apparently 
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he had gone back to Rodney Owens to find out if he had been consulted on t'nt 
withdrawal. Rodney allegedly denied being consulted, despite the adyxce he 
had given us last year (as you may recall the trustees requested full 
Withdrawals of the policies for December 31st, 2000, which were subsequently 
withdrawn when Scottish agreed to lower their fees). Mike then contacted 
the trustees and indicated that he was aware that Rodney had not been 
consulted and that this decision was being made without pro^r legal advice 
and as far as he was concerned the withdrawal was a grave mistake I have 
attached Mike's email to me. and to the trustees below. I have also 
included my response to Mike as an attachment to this emaiL 


I feel that it was wholly inappropriate for Mike to initiate discussion on 
these matters with Rodney Owens, without consent of the family or the 
trustees, and I find it disturbing that Rodney has denied being consulted on 
this matter. I don't know in what capacity .Hike felt he was communicating 
with the trustees, as he is no longer a protector and I am personally 
insul^-ed at his implications that ve/1 would undertake any activities 
without receiving appropriate advice and proper consultation witn the family 
members and trustees. I did respond to Mike, and have attached my email to 
him. 


Now that I have finished ranting in order to be certain that you 

are aware of the implications of surrendering the Scottish pol...cy, I have 
outlined the issues again for you below. Keeley , Shan and I discussed 
this yesterday, and contacted Rodney Owens, who confirmed that the following 
is an accurate description of the issues. Please also review Mike's 
discussion as per his email which follows mine. 


- The policy is owned by a 1992 trust, which is a Foreign Non-Grantor Trust. 
The trust income is currently not subject to US taxation, however, the trust 
converts to a taxable trust 2 yrs after your death. 

- The annuity is providing value if this status is successfully challenged 
If the trust is successfully challenged, taxes, Interest and penalties could 
be levied on income earned by the trust within the statute period, which we 
can assume is 6 yrs. 

- The annuity defers income, and assuming the annuity transaction is upheld, 
the annuity provides us with deferral of taxes, interest and penalties on 
income equal to the value of the policy at it’s ultimate surrender date. 

- This trust has over S300M in assets, S50M of which are in the annuity. It 
is only the $50M in the annuity that we have the potential to defer tax, 
interest and penalites on. Income earned on the balance of assets in the 
trust, during the statute period, would be subject to tax, interest and 
penalties if the trust were successfully challenged. 

- If we withdraw from the policy now, we are eliminating the potential 
deferral of taxes, Interest and penalties on further income earned by these 
assets. We are also running the risk that if the trust is successfully 
challenged within the next 6yrs, the withdrawal amount could be assessed tax 
at ordinary Income tax rates, interest and penalties. However, we do start 
the clock on running on the 6 yr statute for this lump sum being recognized 
as ordinary income. Note that this lump sum will roll into the overall 
assets of the trust which will earn future income that could be assessed If 
the trust were challenged down the road (as is the case with the existing 
trust assets that are not wrappe<» . 


We need to withdraw money from Maverick to fund other activities. However, 
we could avoid actually withdrawing value from the annuity by swapping in 
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Ranger investments to replace the cashed out MavericJs. ie. Che annuity 
redeems Maverick for cash, then Che annuity uses the cash to buy Ranger 
investments from other trust entitles. The trust ends up «ith cash out of 
the annuity but Che value in the annuity is maintained - Che on^y change Co 
the annuity Is that It now holds Maverick and Ranger rather than Just 
Maverick. 


FYI Shari indicated that unless you want to cash in the annuity to more 
fully sever the relationsh.xp with Mike, she would recommend you keep the 
annuity in place. Keeley and 1 have mixed feelings on it. The annuity is a 
relatively small element of the total trust, and It has no value it the 
trust IS never challenged. If the trust is challenged the vaiue depends on 
the timing of the challenge and the value of the withdrawal now va the 
value at it's ultimate surrender date and the return earned on it during 
that period. Last year Rodney was happy with us making the withdrawal and 
indicated the cost didn’t warrant any potential benefit the annuity gave us. 
During our call yesterday, he was not as positive, but he did not teil us 
this was a bad idea, as .is indicated in Mike's emails, Rodney was 
non-commital and felt like we understood the issues and once explained, this 
was a decision for the family to make. 

Please call either Keeley or I to discuss. I can be reached on 345-916-0516 
or 345-946-9435 over the weekend and through Monday. I need to go back to 
the trustees on this on no later than Tuesday morning. 


The following copies of emails are: 

- Mike's email to the trustees 

- Mike's email to roe 

- my response to Mike. 


Thanks, 

Michelle 

ps. you looked great on Money line on Wednesaay :) 


>» 

>>> Sent: 28 Augus^ 200^1^^4 

>» To: davidhIMlIlHBIB 

»> Subject: Annuity surrender 

>» 

>>> David 

>>> I am forwarding an e-mail I sent to Michelle about the requested 

»surrender , ^ ^ . ..v - ..v.i 

>>> of a portion of the Bulldog annuity. My personal opinion is that, this 

»is . , 

»> not a wise move. The potential tax risks do not appear to have been 

>>> explored with the principals involved. I know that R. Owens, the legal 
>>> advisor was not consulted and believes that this is not a good idea 
»> , . 
>» I think you should ensure that the appropriate principals are aware ot 

>» this , , . w. 

>>> before the funds are withdrawn from the annuity. Once the genie is out 

>>of 

>>> the bottle, we can't put it back in. 

»> 

>» Kike French 

>» Forwarded by Mike French/Tartan on 08/28/2001 11:48 AM 
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>» Michelle 

>>> I understand from Chad that a portion of the "Bulldog" annuity is 

>>>^°o°te'^ 3 V!rtendered. Before this is accomplished, I believe it would be 
»> advisable foe the Principals to understand the grave negative tax 
»> implications that a surrender could have to them. 

>>> The annuity exists because there is always a risk that the trust in 
>» question will be classified by 03 tax authorities as a grantor trust, 

>>>*'subJeoting the settlor to taxation on all of the trust income. If this 

>>> the case, a claim would be made for all income of the trust for the 

>>S°reoent three, and probably six, years. This problem will never go away 
>» until six years after the death of the settlor, while there are 
>>statutes 

>>> limitation that would bar some claims with respect to the trust, there 

>» NO statute of limitations that would bar a claim that the trust is a 
»> grantor trust until six years after the death of the settlor. 

>>> Based on the history of this annuity and the amount of gain deferred, 

>>> entire amount proposed to be withdrawn would be classified as ordinary 
>>> income for U.S. income tax purposes. If there is any action by the 
»> authorities in the next six years to classify the trust as a grantor 

>» then the settlor will be subjected to a claim for taxes equal to 40% 

»of 

>>> the 

>>> amount withdrawn plus interest and, possibly, penaj.ties. 

>>> If the p’"^mary desire here is to replace the existing investments with 
>» other investments, that can be accomplished without surrendering the 
»> annuity. I will be happy to discuss how that could be done. As you 

>>know, . , 

»> the fees on the annuity were substantially lowered lasc year, so i 

>>presume 

>» that cost is not the issue. 
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- Redacted by the Permanent 
Siihcommittp e nn Investigations 


>» Before any portion of the annuity Is surrendered and the funds are 
>» returned, I need written confirmation from you that the potential tax 
>>> conseTJenoes outlined above have been fully explained to, and are 

>>>'"mLrstood by, the Principals- Once a surrender takes place, the tax 
>>> problem thus created cannot be cured, and will be there for the next 

>>>^Years- I strongly recommend that the Principals consult with Rodney or 

>» other knowledgeable advisor regarding this action, as my personal 
>>opinion 

>>> is that it IS a grave and unnecessary mistake. 


Mike 


Original Message- 

From; Mic heUe Boucher. 

To: rrakeQf[l_ 

Date: Thursday, August 30, 2001 8:41 PM 
Subject; annuity surrender 


>Mike, 

>I apologise for my late response on this matter, but I have been traveling 
>and am only just able to reply. I appreciate your concerns and desire to 
Pensure that the principals are well informed about making this decision, 
>especially In light of the fact that you originally recommended the 
>transaction. 


>I am aware of the issues you outlined, and as was customary during your 

>of service as a protector to these trusts, legal counsel was in fact 
>consulted with regard to this matter and the actions taken which resulted 

>the submission of the the request to make this withdrawal are consistent 
>with the advice obtained. Withdrawals from this policy have been under 
>consideration by the Trustees, and consultations have taken place with 
legal 

>counsel on this matter for over a year. 

>With regards to your request that I furnish you with a letter as outlined 

>your email. I am not aware that the terms of the annuity contract provide 
>that Scottish Annuity can refuse to release surrender proceeds under these 
>circumstances. 

>Although I presume you did so out of genuine concern for the 
>affairs of the principals, I feel it was inappropriate for you to discuss 
>the details of these confidential issues and transactions with Rodney Owens 
>and the Trustees prior to conanunicating your intent to do so with us. 
>Further, it appears that you have been misinformed as to the advice that 

>given and the discussions that have taken place regarding this transaction 
>I suggest that to avoid any similar confusion in the future, you liaise 
>with either myself or Keeiey, we are both in direct and frequent 
>communication with Rodney and the Trustees. 

>As always, your assistance and comments on matters such as these are 
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greatly 

>appreciated. I expect that if there are any changes regarding the 

rof'^ttis'^policy, the trustees will be In contact with Chad at Scottish 

>Annuity in 

>the next few days. 

> 

>Michelie 


Confidential 
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'Michelle 
2puc^f 




12/01/2000 09:45 AM 


To, Shari Robertsor 
cc; 

Subject: Re; SAC annuity policies 


As long as they will let us distribute in kind I can do it at either date, anc 
would rather get it done now than try to co-ordinate it over the year end. 

Will see how difficult they want to make things. 

Original Message 

From: Shari_Robertson/ 

To: Michelle Boucher 

Sent; Friday, December 01, 2000 10:50 AM 
Subject: Re: SAC annuity policies 



If you can't redeem until 12/31, can't you distribute in kind and then 
liquidate the LDC shares and issue Ltd shares? 

I haven’t heard a word from anyone. You know the saying - curiosity killed 
the cat - but I’d still like to know what happened. 


The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipient(s) named above. This 
message may be an attorney-client conununication and as such is privileged 
and confidential. If the reader of this message is not the intended 
recipient or an agent responsible for delivering it to the intended 
recipient, you are hereby notified that you have received this document in 
error and that any review, dissemination, distribution, or copying if this 
message is strictly prohibited. If you have received this communication in 
error, please notify us immediately by e-mail, and delete the original 
message. 


"Michelle 



12/01/00 
11:31 AM 


To: Shari 

cc; 

Subject: SAC annuity policies 
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SW told us to go ahead and have the trustees make this withdrawal. Kathy 
contacted Chad yesterday/today and although he verbally confirmed to me 
Wednesday that a distribution could be made in kind (this is provided for 
in Section 7 of the contract) and he didn't see any problem, he is 
apparently giving the trustees a bit of the run around - saying that he has 
to get It cleared due to the size involved etc 

Just letting you know because you may hear something from MCF on this and 
wanted you to know it had proceeded. This was discussed at the Geneva 
--meetings, and since the Protector powers on the 1992 trusts is limited to 
hiring and firing the trustee, he really should not have recourse on this. 
SW also indicated that this is in keeping with the severing of the 
relationship and he should expect it. (as you know we are also planning to 
acquire life ins policies with the proceeds) 

The only wrinkle, which MCF may think of, and I already have is that the 
annuity holds share.s In LDC, so I have to transfer them from the policy to 
the trust, from the trust to the company and then redeem from LDC a.nd 
receive shares of Ltd as consideration or simultaneously acquire Ltd shares 
using LOA’s . Hoping to do this as all non-cash transactions at December 
1st. But have advised Michelle P that we may be wiring S around and losing 
it for 2 days at year end. 

Will let you know how this moves forward. 

Have heard nothing of the meeting yesterday - have you? 

Michelle 

ID - attl.hftn 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Evan Wyly 
Thursday, November 15, 2001 2;21 PM 
Michelle Boucher 

CWyIy@m|||||||Pdonmiil^^PH^mHpkhenmngton@| 

Sam_Wyly^||||||B||||^^ 

Re: Fw: Scottish Annuity Share Certificates- URGENT 


I = Redacted by the Pennanent 
Subcommittee on Investigations 


Just Spoke to Sam. All of this sounds fine to him. Whether to sell to Bear 
Steams should be a separate issue that depends on the attractiveness of their 
offer. 


"Michelle Boucher" 
11/15/01 01:18PM 


To: <evan_wyly@fHB||||||||^^IB^, <donmilier( 
<Sam_Wyly@M^^^^B^^^CWyly@l 
cc: <khenmngton^HiB^^ 

Subject: Fw: Scottish Annuity Share Certificates- URGENT 


I have had a ’formal' reply from Scottish on the share certificate issue, 
which is much more involved than originally contemplated. It is attached 
for your information, 

The Scottish Annuity policy withdrawals relate to SW side withdrawals that 
we submitted regarding Bulldog's policy, 

Michelle 


— Original Message — 

From: "Willkom m, Scott" <| 

To: <mboucher@ j 
Sent: Thursday, November 15, 2001 11:51 AM 
Subject: Scottish Annuity Share Certificates 


> Hi Michelle - 

> 

> I hope you aqnd your family are doing well. 

> 

> Mike mentioned to me that you had called him or emailed him regarding the 

> lost share certificates. I have to apologize that I didn’t get involved 
in 

> the first person on this earlier, because I have a workable solution. 

> 

> I did talk with Keeley Hennington yesterday (I think) briefly about the 
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> solution 1 am proposing and she said she would get back to me. 

> 

> To summarize: 

> 

> 1. The tnists pay the premium to the bonding company (Chubb) — I 

> understand that this has already taken place and that the transfer agent 
is 

> in possession of the checks but has not cashed them - P.S. on this 
item — 

> we're not going to get around the need to post a bond ( y£Hi may know that 

> from your conversations with Jones Day). Tve offered a number of 

> suggestions to the transfer agent, to no avail. 

> 

> 2. Chubb has verbally agreed to accept an indemnity from Scottish 

> Annuity — they need to do some underwriting, but that shouldn't be an 
issue 

> — thus the trusts don't need to provide an indemnity and have to disclose 

> financial statements, etc. 

> 

> Upon the acceptance of our indemnity, the transfer agent will issue new 

> certificates. 

> 

> This is what I need to do to make it happen; 

> 

>1,1 need someone from the Wylys to agree to this approach and ^ve me 

> the go ahead 

> 

> 2. 1 need to get our Board to authorize the indemnification — I will 

> need to circulate a resolution and get it signed up 

> 

>3.1 need to fill out the affidavit/indemnity provided by Chubb and get 

> it notarized 

> 

>4.1 need to provide Chubb with a financial package on the company for 

> their underwriting 

> 

> In addition, I need a few things: 

> 

> 1 . Assuming we can free up the shares, we would like the Wylys to 

> rescind their annuity redemption requests — Sam had already agreed 
earlier 

> this year not to redeem the annuities once before when we agreed to 

> substantially lower the M&E fees. While I do understand the financial 

> planning that is driving this redemption request, I have an alternative 

for 

> providing him with sufficient liquidity ( item 2) 

> 

> 2. 1 have spoken confidentially with Bear Steams about doing a block 

> trade with the trusts to provide them with certain liquidity. Bear would 

> purchase all of the shares in a single trade as principal at market less a 

> modest discount. With the amount of shares in question, you will receive 
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> better price execution than trying to dribble the shares out. The 
liquidity 

> in this stock is virtually nil since we have added a large number of 

> institutional holders to our shareholder base. If y<xi look at the trading 

> patterns over the past nine month, any sale of shares in excess of a few 

> thousand shares has a tendency to knock the price down. This is, of 
course, 

> one of the many problems with Nasdaq. After purchasing the shares from 
the 

> trust. Bear will reoffer them to the market over time in an orderly 
fashion. 

- >-This block-trade-needs to be handled by die Bear-Equity-Transactions-Desk- 
in 

> New York to get you the proper execution. This is not a retail broker 

> trade. If you want to do this, it can get done very quickly and I will 
need 

> to get Bear going. 

> 

> 3. Even with the sale in #2 above, the trust are the shareholders of 

> record on the shares as of Nov 2. I would like the trusts to vote "yes" 
on 

> our transaction with Pacific Life before Thanksgiving. 

> 

> Send me an email and let me know what you would like to do. I should be 

> able to get the certificates issue resolved in a few days. 

> 

> Best regards, 

> 

> Scott 

> 
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Those two wereni in the sheet w'in 30 days..., 


Did we make an exception? I assume it is Wyly related.. (?) 
Let me know. 
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LeBoeuf, Lamb, Greene & MacRae llp 


NEW YORK 

WASHINOTON, D.C. 

ALBANY 

BOSTON 

CHICAGO 

HARTFORD 

HOUSTON 

JACKSONVILLE 

LOS ANGELES 

PITTSBURGH 

SAN FRANCISCO 


1875 Connecticut Ave., N.W. 
Suite 1200 

Washington, D.C. 20009-5728 
( 202 ) eae-eooo 

FACSIMILE: (202) 086-8102 

E-MAH. ADC»WSS. jbeSt@JJ3M COM 
WRITER'S WRECT DIAL: (202) 986-6004 
vmiTER'S DIRECT FAX: (202) 9S6-3302 


May 26, 2006 


LONDON 
A MULTINATIONAL 
PARTNEBSHIP 

PARIS 

BRUSSELS 

JOHANNESBURG 
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received 

U,s. SENATE 

MAY 2 6 200e 

permanent SUBCOMMIITEB 
ONJNVBTIOATIONS 


FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEBOEUF, LAMB, GREENE & MACRAE LLP 


BY HAND 


Mark D. Nelson, Esquire 

Majority Counsel 

Robert L, Roach, Esquire 

Minority Counsel and Chief Investigator 

United States Senate Committee on Homeland Security & Governmental Affairs 
Permanent Subcommittee on Investigations 
199 Russell Senate Office Building 
Washington, D.C. 20510 

Re: Permanent Subcommittee on Investigations subpoena addressed to Scottish 

Holdings. Inc. 

Dear Messrs. Nelson and Roach: 

We enjoyed meeting with you and your colleagues on April 20, 2006. During our 
meeting, you requested additional information concerning a few topics. Below we set forth your 
requests and our client's responses. Please note that nothing in these responses shall be deemed 
to waive any rights, privileges or protections available or applicable to Scottish Re, including but 
not limited to the Cayman Islands' Confidential Relationships (Preservation) Law, 

Request No. 1: Why did Chubb request additional indemnification in connection with the 
misplaced restricted share certificates. 
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Mark D. Nelson, Esquire, Majority Counsel 

Robert L. Roach, Esquire, Minority Counsel and Chief Investigator 

May 26, 2006 

Page 2 


= Redacted by the Pemianent 
Subcommittee on Investigations 


Response: Chubb issued a bond to cover the transfer agent and wanted to be indemnified in the 
event of a wrongful presentment of the original, misplaced certificates. Only Scottish Re could 
have recognized the ownership of these shares and allowed the restricted legend on the 
certificates to be removed. If Scottish Re had recognized ownership by someone wrongfully 
presenting these lost shares and permitted removal of the legend, indemnification would ensure 
that Scottish Re, not Chubb, would ultimately be responsible for this error. 

Request No. 2: Additional information concerning a $52 million policy. 

Response: The funds for this policy are invested in Lifeinvest Opportunity Fund, an insurance 
dedicated fund managed by Bermuda-based Tremont Advisors. 


Redacted By 

Permanent Subcommittee 
on Investigations 


Request No. 4: Additional information concerning fund advisors, such as (a) how they were 
selected and (b) how they were paid. 

Response: Fund advisors are recommended by policyholders but approved and appointed by 
Scottish Re. Fund advisors are paid out of segregated assets. 

Request No. 5: Additional information concerning the investment advisor for the Wylys' trusts. 

Response: Ranger Capital is the investment advisor for one Wyly policy. The other Wyly policy 
has no investment advisor as the funds are invested in Lifeinvest. Scottish Re believes that 
Michelle Boucher may be the protector of the Wylys' trusts, 

Request No. 6: The names of the "independent directors" who requested a copy of the 
Prudential Securities Fairness Opinion and approved the purchase of Scottish Annuity 
Company. 

Response: Board minutes reflect that Directors Robert Chmely and G. William Caulfield- 
Browne voted on the purchase, and Director Michael Austin also recalls voting on this purchase. 
Scottish Re could not determine who requested the opinion. 

Request No. 7: With respect to Scottish Re's estimation of how many of its wealth management 
products are owned by or insure a U.S. person, what does the term "U.S. connection" or "U.S. 
nexus" include {and would this term encompass a Cayman corporation owned by a U.S. 
person)? 
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Mark D, Nelson, Esquire, Majority Counsel 

Robert L. Roach, Esquire, Minority Counsel and Chief Investigator 

May 26, 2006 

Page 3 


Response: An individual with a U.S. address or some other physical connection to the U.S. (e.g., 
education, employment or a residence in the U.S.) is considered to have a U.S. connection or 
nexus. A U.S. person owning a policy through a Cayman company is also considered 
''connected" to the U.S. 

We hope that this additional information proves helpful. If you have any questions, 
please do not hesitate to contact me at (202) 986-8004. 

Regards, 
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FACSIMILE COVER PAGE 


TO: 

Evan Wyly 

From: Michelle Boucher 

CC: 

Shari Robertson 


COMPANY: 


Fax: 345-949-2519 

FAX: 

1-214-880-4082 / 52 

Tel: 345-949-0658 

DATE: 

June 17th, 1998 


We are transmitting 

page(s). Please contact the undersigned if tliere is a problem 


with the transmission- 


Evan / Shari, 

Here is an organization chart regarding the structure that has been set up. I have also 
attached a copy of the minutes I have had executed. These minutes basically create the 
Life Assurance Company and its intermediary Holding Company, and fund it with initial 
capital of S500,000 (funded from Scottish Holdings, by way of a dividend from Scottish 
Annuity). These are the only minutes I have bad signed to dale. I also have an 
application for an insurance licence ready to file on behalf of Scottish Life Assurance. 
Which should be submitted by the end of this week. 

There are draft minutes circulating to approve the registration statement, but they are 
currently under revision in New York, as well as a Scottish Holdings, Ltd shareholder 
agreement. Mike indicated that the shareholder agreement had been circulated to, and 
approved by Sam, Evan and Charles, but I will re-send it once I have a final copy. 

The initial capitalization of Scottish Life also provides for the sale of 1 ,550,000 warrants 
for a total of $100,000 as follows: 


MCF 

750,000 

$ 48.387.10 

Bessie 

500,000 

$ 32,258.06 

Tyler 

250,000 

$ 16,129.03 

MLB 

50,000 

$ 3.225.81 



$100,000.00 


Since the Trusts arc acquiring these, I will need protectors consent for the investment and 
corresponding wire transfer. 

I have also attached a draft of the opening consolidated balance sheet on Scottish Life 
Holdings, Ltd. 


I look forward to hearing from you with comments and/or questions. 
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SETTLEMENT AGREEMENT AND MUTUAL RELEASE 

Michael C. French ("French"), for his part, and Sam Wyly and Evan Wyly (together, the 
"Wylys"), for their part, enter into this Settlement Agreement and Mutual Release ("Agreement") 
on this 21” day of December 2000. The intent of this Agreement is to sever all direct and 
indirect business and professional relationships between French and the Wylys, to resolve all 
claims that French has asserted against the Wylys, and to forever end all disputes between 
French and the Wylys, except insofar as may be necessary to enforce this Agreement. 

RECITALS 

A. ■ Contemporaneously with the execution of this Agreement and effective as 
of the date hereof, Michaels Stores, Inc. ("Michaels") and French have agreed to terminate that 
certain Consulting Agreement dated October 1 , 1996, and in connection with termination of such 
Consulting Agreement, Michaels has agreed to pay, to French $540,000 no later than January 1 5, 
2001 in satisfaction of all tmpaid amounts due thereunder. French and Michaels have also 
agreed to a mutual release of any and all claims related to such Consulting Agreement. 

B. Contemporaneously with the execution of this Agreement and effecti ve as 
of January 1, 2001, French has withdrawn as a limited partner of Maverick Capital, Ltd. 
("Maverick") with the consent and approval of Maverick Capital General, L.L.C., the General 
Partner of Maverick. In consideration for such withdrawal and termination of his entire equity 
interest in Maverick, Maverick has agreed to pay to French an amount equal to the difference 
between (i) the sum of (a) $151,000, the amount of French's capital account as of January 1, 
2000, (b) the amount of Maverick's net earnings for 2000 allocable to French in accordance with 
Maverick's established practices pursuant to Maverick's Third Amended and Restated 
Partnership Agreement, dated as of January 1, 1997 ("French 2000 Earnings"), and (c) the value 
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as of January 1, 2001 of those amounts held in Participant Accounts established in French’s name 
pursuant to the Maverick Capital, Ltd. Amended and Restated Deferred Income Plan, effective as 
of January 1 , 1 998, and (ii) $200,000. Maverick has agreed to pay to French no later than - 
January 23, 2001 (the "Settlement Date") the sum of (i) the amount determined pursuant to the. 
preceding sentence without taking into account French 2000 Earnings and (ii) 95% of estimated 
French 2000 Earnings determined as of the Settlement Date. No later than March 31, 2001; 
Maverick has agreed to pay to French the difference between French 2000 Earnings determined 
on the basis of its audited financial statements and the amount taken into account pursuant to the 
preceding sentence. Maverick and French have agreed to a mutual release of all claims related to 
Maverick and French's limited partnership interest in Maverick. 

C. The parties hereto desire to resolve certain disagreements among 
themselves in order to avoid the hazards and costs of litigation and the effects of possibly 
adverse publicity on their respective businesses. 

AGREEMENT 

For good and valuable consideration, the parties fo this Agreement agree as follows: 

1 . . On the Settlement Date, the Wylys shall pay or cause to be paid to French the sum 
of $15,309,000 to resolve all disputed claims among them. Such amount shall be paid by one or 
more certified or cashier's checks payable jointly tp French and Godwin, White & Gruber, P.C. 

2. French, for himself and for each of his family members, agents and employees, 
hereby fully releases and forever discharges Sam Wyly, Evan Wyly, their family members, trusts 
the beneficiaries of which include any such person or persons and any entity controlled directly 
or indirectly by one or more of the foregoing (each of Sam Wyly, Evan Wyly and such family 
members, trusts and entities, a "Wyly Person") and their agents and employees, now and forever, 
of and from any and all claims, demands, liabilities, obligations, causes of action and losses of 
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every kind and nature, whether known or unknown, that have been or that could have been 
asserted on or prior to the date hereof, including, without limitation, any claim that French is 
entitled to any equity participation (whether documented or undocumented) in any Sam Wyly- 
related or Evan Wyly-related enterprise. French represents that he has the authority to enter into 
this release and agrees to indemnify each Wyly person against any loss or expense resulting from 
the assertion of aiiy claim released hereunder. TFJE RELEASE CONTAINED IN THIS 
PARAGRAPH DOES NOT AFFECT THE OBLIGATIONS OF SAM WYLY AND EVAN 
WYLY SET FORTH IN THIS AGREEMENT. 

3. Sam Wyly and Evan Wyly, for themselves and for each other Wyly Person and 
their agents arid employees, hereby fully release and forever discharge French, his family 
members, agents and employees, now and forever, of and from any and all claims, demands, 
liabilities, obligations, causes of action and losses of every kind and nature, whether known or 
unknown, that have been or that could have been asserted on or prior to the date hereof THE 
RELEASE CONTAINED IN THIS PARAGRAPH DOES NOT AFFECT FRENCH'S 
OBLIGATIONS SET FORTH IN THIS AGREEMENT. 

■ 4 . That certain letter agreement dated January 24, 1997 between French and the 
Wylys is voided and shall have no further force or effect. 

5. All oral agreements and understandings between French on the one hand and any 
Wyly Person on the other hand are voided and shall have no further force or effect. 

6. French agrees that neither he nor his family members, agents, employees or any 
entity controlled by any of the foregoing shall at any time with any person, agency or entity take 
a position inconsistent with the position that the fair market value of any interest in Maverick is 
equal to its book value. French represents that no such person has taken any such inconsistent 
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position during the period November 30, 2000 to the date hereof. French acknowledges that the 
provisions of this Section 6 constitute a material inducement to the Wylys to enter into this 
Agreement. 

7. French acknowledges that he is obligated not to disclose any confidential 
attorney-client communications between himself and any Wyly Person, as well as any attorney 
work product created in connection with French's work as counsel for any Wyly Person. If 
French receives a subpoena or an order requiring disclosure of such communications or work 
product, he shall promptly notify the Wylys so that they may object to such subpoena or order. 

8. French represents that he has returned to each Wyly Person all of the files, 
including attorney work product, generated or collected in connection with any and all of 
French's work as counsel for such Wyly Person and that he has used his reasonable best efforts to 
locate all such files. French agrees to return any such files subsequently located to the relevant 
Wyly Person. 

9. This Agreement shall be binding upon and shall inure to the benefit of the parties 
to this Agreement and their respective family members, agents, employees, assi^ees arid 
successors-in-interest. 

10. ■ The terms of this Agreement are confidential and shall not be disclosed to any 
other person, except for disclosure required by law or regulation. If any party to this Agreement 
receives a subpoena or order requiring disclosure of this Agreement or any of its terms, that party 
shall immediately advise the other parties to this Agreement so that they may take appropriate 
action to oppose the subpoena or order. 


DL-I I48275V6 


F 000285 
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11. This Agreement contains the entire agreement of the parties regarding the 
resolution of their differences and supersedes any and all prior representations, agreements or 
imderstandings that may be alleged to exist. 

1 2. Any disputes relating to this Agreement shall be litigated in Dallas County, Texas. 

13. This Agreement shall be construed in accordance with and shall be governed by 
the laws of the State of Texas. 

1 4. Any amendment or modification of this Agreement, including consent to any 
deviation from its teims, shall not be binding unless the same is in writing and signed by the 
parties to this Agreement. 

15. French, for his part, and the Wylys, for their part, have retained separate legal 
counsel to advise them on this Agreement and on the claims giving rise to this Agreement. 
French has not relied on any advice given by the Wylys' counsel, nor have the Wylys relied on 
any advice given by French's counsel in connection with this Agreement or the effect of any of 
Its terms. 

1 6. French, for his part, and the Wylys, for their part, have consulted their respective 
tax advisers concerning this Agreement and the effect of its terras on their respective tax 
liabilities. French has not relied on the views or advice of the Wylys' tax advisers, and the 
Wylys have not relied on the views or advice of French's tax advisers in any respect concerning 
this Agreement or the effect of any of its terms on their respective tax liabilities. 

1 7. This Agreement may be executed in counterparts, all of which together shall 
constitute one agreement binding on all the parties hereto, notwithstanding that all such parties 
are not signatories to the original or the same counterpart. 
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Evan Wyly 
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Dated this day of December 2000. 


Michael C. French Sam Wyly 
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Dated this day of December 2000. 


Michael C. French 



Evan Wyly 
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* Redacted by the Permanent 
_SubconMnittee_onJnvesd^^^ 



On Friday May 18th, Lehmans confirmed a clos^g price wt of $15.13 and booked the sale of 
270,000 shares between IFG and Indent entities. The trustees at Trident are now able to sell these 
shares in the m^et. 

The stock has been selling between $14.75 and $15.75 for the past two weeks. The protectors are 
prepared to recommend that the tmstees use Lou Schaufele to move the stock out in the market, at his 
discretion but at no less than $15 per share. The trustees will aiso ask Lou to keep an eye out for any 
opportunities for large blod( trades. The protector recommendation will go out overnight and trading 
should commence tomoirow 

ri! keep you updated on trading volume and pridng. 

Michefie 


Subcommit*** on Investigations 

F,XHIBIT#66-FN1034 


CONFE)ENTIAL 
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DtiHlan: 

Ni. Carter 

N.FiddCatatCiriA} 


= Redacted by the Permanent 
Subcommittee on Investigations 


LOCKE LIMITED 

(ImcpGrited as lilt Ua N« T757K::) 


RcglitendOflkct 


C o H P'\ AT f o hj 


bicratfkml HeuMk 

OartfefCB. 

VdorwIlM^ 




Tcb (01634)630600 
Fbe (0)634) 62««ei9 


* * * FACSIMILE TRANSMISSION * * * ^ 

7)16 infcsiaBtiGO GonUiined is fliis fax is omfidcntial nuS/v privileged This fo is i n ten d fd to he 
only the pcRoasBiaedbdow. Iftbereeder^llMfBXissotlhemieDdedndp«itaraiqiiese&tsUve 
id Ihe ledpunt you an; hereby ooiified that any review, dissemiaatioa or coj^iog of this fist is 

piduhated. If you have not recesved all the pages or have meived this Gut ia cm*, pkue notify the 
hy iffirjAMwie and rcturn this tax to the the above axklrea 


Page 1 of / CTofal Sent) 
Time Sent: Cj'. 3 ^ 


Date: Id August 1997 


FaxNo: 001 

Operator Ref: INSiT I DISB 1064 


TO: LEHMAN BROTHERS INC 

ATTENnON:{3NDY MURDOCK/SUZANNE SNAVELY . 


FROM: 

REF: 


LOCKE UMITED 
KM)W/liXKlF.5 f\06{sA 


Can you please immediately airangeto realise the sum of USS18, 000,000. 00 (Ei^teen mHium United 
Stales DoUais) by the liquidation of US Dollar Treasury Bills held for our Account with you. 


The sum realised should then be remitted as soon as possible to the foUovdng Account* 


— Bank: 


Swift Address: 

RiMiting No: 

CHIPS ami 
FEDWlRENo: 

For cr^ih to dte Account of: 
Account No: 

For fiirdier credit to: 
Account No: 

Refer^ice: 


.Citibank N.A. 
399 Park Avenue 
New York 
emus 33 
02100008*9 


994 

Bank of Bermuda (Cayman) Limited 


Queensgate Bank & Tni^ 


G^iP Holmngs 1991 


We loi^ forward to receiving coofinnation of die above timsactions. However, if diere are any 

in conq>lyii% widi the reqiast or if aiiy del^ are envisaged, wtU ymi please let us know as 
soon as possible. 



Permanent Subcommittee on Investigations 
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LOCKE LIMITED 

{Incoiponod is the bte of Maa No; 77S73C) 


Regtstmd OfDce: 


N.J. Caittr liaenBUkaai House. 

N.fiekKMMOrisll) CMleHill. 

ViaoraBmd. 

bhs of Man. 1M2 4RB. 

Td: (01624)630600 
* Fax*: ^1624)624489 



* * * FACSIMILE TRANSMISSION * * * 

The informsUon cooiaincd in Ais fax is confidential and/or pnviteged. This fax is intended to be 
lead cady by Ac person named below. If Ae nader of Ais fax is not the intended reci^ent or 
a rq^rcsent^ive of (he intended recijjdcnt you are hereby notified that any review, dissemination 
or oore^Bg of Ais fax is pitAtbilcd. If you have not received all Ac pages or have raxived Ais fax 
in oTor, please notify the scntkr by telefAooe and r^ni Ais facK to Ae sender at the above ^dress. 


Page I of (ToAl Sent) 
Time Sent; 


.Date: 20A November, 1997 


Fax No: 001 

Operator Ref: TNST I DISB 1064 


TO: CINDY MURDOCK, LEHMAN BROTHERS 

FROM: LOCKE LIMITED 

REF; ia/SLD/STORE/LOCKE.FAX 


Reference is made to the Treasury BiHs maturing 20 November 1997 and 18 December 1997 held for our 
account. 


We write to confirm the request that the proceeds of the Treasury Bill maturing 20 November 1S^7 should 
be retained within our account We further confirm that from the Treasury Bill maturing 18 December 
1 997, the sum of US$! ,400,000 (one million, four hundred thousand United States Dollars) is required to be 
realised as soon as possible. 


From the amounts received as a result of the above transactions, will you then please effect the following 
transit for value 24 Novembw 1997:- 


Amount: 

Bwlc 
ABA No: 
Account: 
Acemmt No; 
Reference: 


US$3,746,SI5 (three million, sevM hundred and forty six thousand five hundred 
and fifteen United States E>oUars) 

Bank of Bermudi^ New York. 

026 009 946 

Queea^ate Bank & Trust Company 


GMPHoldings 1991 


Wc look forward to receiving confirmation of the transfer in due course. However, if ^u have any 
difficulties in complying vrith these instructions or if additional information is r^uired, will you plea^ 
contact us as soon as possible. 


It is confirmed the original of this communication will be mailed to you. 


YtMirs faithfully, 

N. F^i^b^Eorbett, 
Director. 



Diret^r. 


Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN1037 


CC 022572 






4359 


= Redacted by the Permanent 
Subcommittee on Investigations 


ROARING CREEK LIMITED 

(Incorporated in the Isle of Mon No. 58055 ) 


Dinclon : 

NJ. Carter 
M Field-Corbea (Irish) 


(XJNFIRMATIOMOF FACSIMILE 


Registered OfSai: 

Intematioaal Hotae, 
CasileHiU. 

Wcrona Road. 
Dougkis. 
isle of Mm. 

Tet{0m4) 630600 
Fax:(0m4) 624469 


* * * FACSIMILE TRANSMISSION * * * 

The infonnation contmned in thb fax U confidenU^ and/or privileged. This fax is intended to he 
read only by the person rtamed below. If the reader of this fax is not the intended recipient or 
a r^resentative of the miesded recipient you are hereto nohfied that any review, disseminsttoa 
or copying of this fox is prohibited. If you have not reodved ail the pages or have received this fax 
jf> »fTr>r, ptease notify the sender fav telephone and return thir fax to the sender at the above address. 


Page 1 of 

(Total Sent) 

Date: 20th November, 1997. 

Time Sent: 


Fax No; 00) 214^Mi^ 
Operator Ref: INST 1 DISB 49 

TO: 

CINDY MURDOCK 

LEHMAN BROTHERS INC 


FROM: 

ROARING CREEK LIMITED 


REF; 

KJ/SLD/STORE/ROARCRK.FAX 



RE: TTIEASIJRYBIIJ.MATURING20NQVEMBEB.13S2 

Refereoce is made to the Treasury Bill held for our account maturing 20 November 1997. 

We now write to confirm the request made by telephone that the procenls of maturity should be held for 
our account and noi reinvested. 

From the proceeds of maturity, can you please effect the following transfer for value 24 November 1997> 

Amount: USS1,200,000 (one million, two hundred thousand United States Dollam) 

Bank: Bank of Bermuda, New York. 

ABA No: 026 009 946 

Account: (^eensgate Bank & Trust Company 

Account No: 

Reference: GMP Holdings 1 99 1 

We look forward to reviving crmfirmation of the transfer in due course. However, if you have any 
difficulties in ccmiplyiag with these instructions or if additional information is required, will you please 
contact us as soon as possible. 

It is confuiTted the original of this a}mmunicatton will be mailed to you. 



N. l(|eld-portett, NJ. Carter, 

Director. Dire^or. 


Permanent Subcomndttee on Investigations 
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ROARING FORK LIMITED 

(Incorporated in the Isle oj Man No. 58056 ) 


Refistend Offiei: 


N.J. Carter 

N. Fteld'Cm’beB (Irish) 


Intemahoial House. 

CastkHill. 

VktorioRoad. 

Dougka, 

isle Man. 

Tel:(OI624) 630600 
Fax:(0I624) 624469 


* * * FACSIMILE TRANSMISSION 


= Redacted by the Penr^ent 
Subcommittee on Investigations 


The iofonnaticHi ninUined in this ^ is confidential enAfot pnvtl^ed. This fax is inieaded to be 
lead <m!y by the persMt nao^ btiow. If the reader of this ^ is not the intended redpiesi ai 
8 re pre sentative of the intouled redpient you are hereby notified that any review, dissemination 
or copying of ths fax is {sohibited. If you have not received all the pages or have received this fax 
IB error, please notify dte sentter by td^hooe and return this fax to the scoder at the above address. 


Page 1 of 

(Total Sent) 

Date: 20lh Novemba^ 1997 

Time Sent: 


Pax No: OOt 214MH|||^ 
Operator Ref: INST I DIS5 65 

TO: 

CINDY MUREXXnC 

LEHMAN BROTHERS INC 


FROM: 

ROARING FORK LIMITED 


REF: 

KJ/SLD/STORE/ROARFRK.FAX 



RE: TREASURY BOX MATURING 20 NOVEMBER i997 

Reference is made to the Treasury Bill held for our account maturing 20 November 1997. 

We now write to confirm the request made by telephone that the proceeds of maturity the sum of 
US$i,830,000 (one miition» eight hundred and thirty diousand United States Dollars only) be retained and 
the 'balance proceeds of maturity then reinv^ted into a new Treasury Bill to mature 18 D^ember 1997. 

From the amount retained will you please effect the following transfers:- 


1. 

i^ount 

US$1,803,485 (one million, eight hundred and three thousand, four 
hundred and eighfyr Hve United States Dollars) 


Bank: 

Bank of Bermuda, New York. 


ABA No: 

026 009946 


Account; 

Account No: 

Bank & Trust Company 


Reference: 

GMP Holdings 199! 

2. 

Amount: 

US$26,500 (twenty six thousand, five hundred United States Dollars) 


Bank: 

Citibank N.A., 1 1 1 Wall Street, New York Ci^ 


ABA No: 

021000089 


Tkese instructions comprise of two pages and are not valid unless both pages are signed 




N.V^ipRI-Corbett, 

Director. 


Permaaent Subcommittee on investigations 
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1 ,,,,,,,,,^== Redacted by the Pen^ 

c..K.„^ma.eonlnvestigallons. 

(ineoqwrued in (M We of M*a K«' 5TSI39) I 


.NtXCuier 

N. R^-Cwtcs OiWD 


Ifismaiionit Houie, 
Cane Min. 

Hoad. 

DMsisi. 

We ef Matt. 


Tdr(OlK:«)«SOCCO 

FUMOi6»a}(acu« 


***** FACSIMILE TRANSMISSION **** » 

Hie W ^MinatiDtt eaaiaiacd in d>i( fin it marutaMlal aad/ee prMiCfed . ‘nu te b iiueMtad lo be nad esty the perMs 
oaBWfl below. tftfitiwderafAis flab aonbc uaandediettywBtoee jejmJin w J TtefiWiwienitrfiBripfeai yea are 
lMMbyii«tiflaiihaiao>' review. disienlaaiics or espyinsafthiita it pwftibited. IfywiMve 
roer e oeivcrf all dicpigaiorlMeveittdvt d ihisfatfiwref. pleaKaatifr tbeeaWerby tetepbwwattdiaamihti 
ftx b> tiM fender « like ^ova addreu. 


Pag# Lof — 
Time Sent: 


FROM: 

REF: 


— Dite:.23rd-Ociober.l99L- 


Fax No: 00t2l4l^H9 
Operatsr Ref: INST i DISB 1099 


LOU SCHAUFELE ! MICHELU CRTTTCNDEN 
LEHMAN BROTHERS TNC 


EAST CARROLL LIMITED 
KJ/DG/EASTaSF.S 


We w^kte to coniiiTn that it is required to realise the sum of l^S2^00.000.00 disposal of US Aj[ency 

Bonds held for o^ Account with you. The nmoual is then required to be remitted, if possible for 'value nest 
Monday 26 October 1998, to the foliowiog Account:- 


Bank: 

ABA No: 

CHIPS: 

In favotir of: 
Accotmc 

For forther credit to: 
Sub>Aecount: 

By “Order 


IBJ Sebfoder Bank & Trust Company, New York 

026007825 

7«2 

Queeasgatg Bank Sc Trust Company Limited 


GMF Holdings Limited 
1991 


We l|ok forward to receiving confimutioo when the transfer has been made as requested. Howe\'er, should 
there^be any difficulties in complying with these instruenons or if additional infonnadon is required, please 
us on The above telephone or fax number as soon as possible. 
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ROARING FORK UMITED 

(Incorporated in the Isle of Man No, SS056 ) 


Dineton : 

NJ.Carur 
N. Field-Carbett ffrish) 


ORIGINAL 


Rteixund Omct: 

tntermaional Htme, 

Caakmu. 

YictoHoKo^ 

Dougios. 

isUefhbau 

Fia:(0I624} 624469 


* * * FACSIMUJE TRANSMISSION * * * 

The mfannatkin comaiiied in fu is coaitdoitial •ad/ar privifegoL fax » intended to be n»d 
only by tte person named below. If die reader erf' this fax is not the intended recipient or a represcDtaiive 
of the intended recipient you are hereby notified that any review, dissoninatioa or eopymg of this fax is 
inohibited. If you have not received d) the p^ea or have reedved this fax in error, please sotiQ' the 
sender by tclephortf and rcnim flus fax to the sender ft the above address. 


^ge 1 of f (Total SezU) 


Time Sent: 


Date: 35tfa November, 

Fax No: 001 214 f 
Operator Ref: IN^ I DISB 


TO: CINDy MURDOdWLOU SCHAUFELE 

LEHMAN-BROTHER INC 

FROM: ROARING FORK LIMITED 

REF: MQ/KW/CIND25F.4 


• * Redacted by the Permanent 
Subcommittee on Investigations 


Dear Cindy, 

Further to our of this moining where we have aslced you to realise USS 1 ,500,000.00 from our 

holding in US Agency Bonds, please be advised (hat we require the cash to be wired to the following 


Bank: IBJ Schroder Bank & Trust Company 

New York. 

United States of America. 


ABANumben 026007825 OR 

CHIPS No: 782 


In ^vourof: 
Account Number. 
For furdier credit to: 
Sub Account 


Queensgate Bank & Trust Con^uoiy Limited 


GMP Holdings 
1991 


We will Tequire vahie today and we look forward to receiving your confirmation timt this tans^tfon 
has executed. 



Director. Authorised Signatory. 


Permanent Subcommittee on Investigations 
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• * * FACSIMILE TRANSMISSION * • * 


The infonnatiM coiuained in (hit fkx i» aMfideatitl mi/or privUeguL IVit fiw it biui^ 

only by Ac pereoe lUBTud twlflw. If ihc read« of (hit ikx It oM iht iuendcd r«eiplan or t 

of die iwanded redpiem you ve hereby ootiTied th« tiqr review, dicnninMim or copying o^Mt Fu it 
j»ohibh«i. If you have mk loeidvcd aB di# pagei or have received (hit fhx bt error, ^iiy (ha 
solder ^teie^ne and mum tititfu to dM tender at die ■bovtaddnta. |j . 


Page 1 of {Total Sent) Date; 25* Nov«i*«, 1W8 

Time Seau Fu No: 001 214 72^ >464 

Operator Ref: INST a DISB 


CINDY MURDOCZ/LOU SCHAUFBLE 
-LEHMA N - flROTHER S-INC — 


DORTMUND LIMITED 



, = Redacted by the Permanent 
^iihrnmmittee on investigations 


MQ/KW/C1ND2^2.4 


Dear Cindy, 

Further to our recent discussions, please be advised that we require US$341,W i ’.00 to be innsfem d 
fram funds held by you in cash on behalf of the our Company to the followinfi tccount- 

Bank; IBJSchiodcr Bank & Trust Company 

New Yorit. 

United States of America. 


ABA Number 026007825 QE 
CHIPS No: 782 

In fiavour of: Quee nsgatc Bank & Trust Company Limited 

Account Number 

For ftirther credit to; GMF Holdings 
Sub Account; 1991 

We will require value today and we look forward to receiving your confinna i yn that diis 
has been executed. 


urs sincerely. 


.-hWrCarter, 

Direcmr. 


-15!a- H arris, 
Authorieed Sis rutory. 


Permanent Subcommittee on Investigations 
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Eiaioe S{ung 
^ OSnSISt 11:28 AM 

To; Keeley Hsaningtoi 

ttr. 

SubjKt: Gran /' ' 

I just iaviKui that Sam signed a letter atiihonzing Green Funding I te ioen |)runiTuiuntajn.eorn^222^^^^der a non-recourse loan. ^ 
understamfitq is that sastl^e en^.wiH Ioen the fwids to Green Funding I umlar a similar noiHacMreel^, and GFl wdl tim the 
funds vcund to gm.com. f^r SiTan, funds wiS be fanned ordy ugoa a 30 day advance raciest from gm.com. because the offshore 
entity wil have to faquidate a por^ of its Maverick investment TTh first fsan stk lor tS.(^.QaOBn.Jung1. Swn had to s^n in order 
to get AA to off on last year's auiht 

Are thve any tax istutes from: 

• ^sttuc^oj^thslpans 

• At poss^ifty Aat the loan may rat be npaid by greenmHintain.com te 6F1 (Does 6M1 then Inve taxable income fmm the herds 


revived frt»n ii« ofhdtore eitiiy? U the income offset by the bad d^t?} 
atytlmg else i hamnt Aeught about 


i; 






‘■.yylK ‘ 

. 1- '■ i V 




I = Redacted by the Permanent 
^Subcommittee on Investigations 






tfX 


, e<^ 

g.c, yi-'js ^ 
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From; 

To; 

cc. 

Subject: 


Evan Wy(y@| 


n 03/29/2000 02:25 PM 



Michelle Boucher, Stwri Robertsonj 
raie)@ndei 


Green Mountain Convertible Debenture Term ^eet 


■ -_pMacted by the Peimanent 


Sam recommends fulfilling the Green Mountain request lor $7 miBion fa* April. Green Mountain expects 
BP Amoco to invest $50 million in two tranches in a security fitat is similaf to the attached $50 million 
convertible debenture, The $7 million would be invested in the attached security. There are other 
sfrategic and institufional investors who are expected to Invest In this security, Sam recommends 
investing whatever remairiing balance that other investors do not take of the $50 million. Charles will be 
contacting you regarding participation. 


— Fonvarded by Evan Wyiy/Mavenck on 03/29/00 02;DO PM 


"Fallon, Veronica” 


03/28/00 02:21 PM 


i. 'Zamore, Peter’ 


Subject: Convertible Debenture Term Sheet 


Evan. Scott asked me to send you the enclosed term sheet. Scott Is 
dealing with Goldman to get an exact price per share on a fully dilluted 
basis. Please let me know if you have any questions. «TBRMS FOR 
CONVERTIBLE SECURITY 3 -28-002 . doc» 

Veronica M. Fallon 
Assistant General Counsel 
GresnMountain.com 

55 Green Mountain Drive, P.O. Box 2206 
South Burlington. VT 05407-22G6 
Telephone: 

Fax: (802) 


ID - TERMS FOR CONVERTIBLE SECURITY 3-28.002.doc 





0 k . I ^ 


fr 
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2148084052 SHflRl RQEERTSGH 


3267:cab 

9^&67O.CMO0OS 

AiXim 


P loL-It^fi " . 

'7' , , cS^ 


To: Ms Shall Robertson 


202 P01 CPR 13 '99 11:17 

JONES. DAY. HEAVIS & POGUE 



GREENMOUNTAfN.COM COMPANY 


Re* Unit Distribution 


The ftUowng sctn forth the stqia necessary to cflbct die proposed pro-rata 
distribution of units (the “Units") of Green Mountain Energy Resources, L L.C. (the "C^ompaiQ^"). 
Please confirm that the Unit oundien ve correct. 


Step 1 : 






Green Funding 1 L.L.C. would diKr&ute 6,000.000 Uaini u follows: 

r 5,376,000 Units \/ 

^ 219,648 Units J 
!.■ 404,352 Units ^ 


Green Funding II L.L.C- 
— "Maveridc USA Cotp. 
EBftM Holdings, Ltd. 




iV*^ 






sma: 




A. Green Funding U LX.C. would dltfribute S,876,OOD Umts (tficludaa 5,376,000 ' 

LIfuCs received from Greco Funding I L.L.C. and 500,000 Units already owned of 

record) ssibUows: ^ V p,t. Ip^rpV ko>*iu)v^ 

j'Xr.oJy GMP Holdings, Ltd. 4,990,W Units - 3=1-6 ’ ■ 

Greca Funding Cotp. 688,w9 UdUs 

Andrew Wyty Trust 98^717 Uoiu - ^ 

Christiana Wvtv Trust _ .. 98,7l7Unlts ^ \t-xSX^ 

S:<>c-orjo Jp S76,cC^' x> 

B. Maverick USA Corp. would diatrUniti^l 9,648 Uidta to Maverick Fund USA, Ltd. 



EB&M Holdings, Ltd would (Ustribut^04,352 Units to Maverick Fund L.D.C. 


^jWu.) jb k^htpe 

dJOi-V 


DU locrTkavx 






Permanent Subcommittee on Investieatioas I . . 
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214S804052 ROBERISON 


2B2 pec? RPf? 13 ’99 11;17 


JOKES. DAY. SEAVIS & POGUE 




A. GMP Holdings, Ltd. would distribute 4.990.487 Units as follows: 


Dortmund Limited 
Moorebouie limited 
Ridiland Uinitsd 
Locke Limited 
Greenbciar Undtad 
Devotion Limited 
Roaring Folk Utrnied 
Roaring Credt Unnted 
Rugosa Limited 
Little Wcxidy Limited 
Eleganee Limited 


66,873 Units 
256,012 Units 
366.S01 Units 
2,135,928 Unita 
759.552 Units 
630,798 Units 
365,304 Units 
79,349 Units 
83,840 Units 
139,235 Units 
107.295 Units 


Green Funding Corn, would distribute 6887]75\lnita as follows; 

3.3fli Units 
5,S/lS Units SQ} 
199,818 Units ' 

7W817 Units 
19ft818Untts 
l*.8l8Unit3 


Sam Wyly 
Evan Wyly 
Laurie Wyly Trust 
Chetyl Wyly Ttusf 
Lisa Wyly Trust 
Kelley Wyly Trust 


ffiAr ^0 
shM 


your assistance. 


Please let me know whether the above Unit numbers are correct. Thank you for 


Christ opher A. Burn er 

(2I4)|^|pi 
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OPERATING AGREEMENT 

OF 

GREEN FUNDING I, L.L.C. 

effective as of 
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LIMITED LIABILITY COMPANY AGREEMENT 
OF 

GREEN FUNDING I, L.L.C. 


TfflS LIMITED LIABILITY CCMPANY AGREEMENT <this "Agreement"), 
dated as of August 6, 1997, is by and among Green Funding H, L.L.C., a Delaware limited 
liability company ("GF 11"), Ma^^ck US^ Coip., a.Delaware corporation ("Mayerkk USA") 
and EB&M Holdii^s, Ltd., a Cayman Islands company C'l^&M") (collectively, ■"Memb«:s"). 
Unless the context otherwise require^ terms th^ are cajntalized and not odierwise defined in 
context have tiK meanings set forth or cross-referenced in Article 10 hereof. 

In consideration of die mutual covenants and sul^t to the terms and ctmditions 
of diis Agreement, the Company and the Members do hereby agree: 

1. ORGANIZATIONAL MATTERS 

1.1 Fonnation of the Company; Term. Tl^ Company is a Umit&i liability 
company under the Act governed by this Agreement and formed by the execution and filing vidi 
&e Secretory of State of Delaware of the Certificate of Formation of the Company. Unless 
sooner dissolved under Section 7.1 , Che Company shall have a term commencing on the rkte the 
Certificate of Formation of the Cconpany was filed witii the Secretary of State of the State of 
Delaware and continuing until December 31, 2085. 

1.2 Name. The name of die Cohqiany is; "Green Funding I, L.L.C." 

. 1.3 Purpose of the Company; Business. The purpose of the Company is to 
fKsrform all thii^ necessary for or incidental to or connected with or growing out of any lawful 
business, purpose, or activity in accordance with diis Agreement and pennitted to be performed 
by limited liability companies under the Act 

1.4 Principal Place of Business, Office and Agent. The principal place of 
business and mailing address of the Company and office where the records describ^ in Section 
18-305 of the Act are kept is 100 Crescent Court, Dallas, Texas 75201, or at such odier location 
as is specified from time to time by the M^bers. The registered office of the Con^any in the 
State of Delaware is at the offices of die statutory agent of the Company in Delaware. The 
statutory agent of the Company in Delawsue is The Corporation Trust Company, 1209 Orange 
Street, Wilmington, New Castle County, Delaware 19801 . The Members, from time to time, 
may clmnge the statutory agent in Delaware or the principal place of business of die Company. 
The Company also may establish ad<titional places of business or offices for mainten^ce of 
records as the Members determine are necessary or appropriate. This Section of die Ag^ement 
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shall be deemed to be amended by the Membos to feflect each change in the identity or address 
of the registered agent in Delaware. 

I 

1.5 Fictitious Business Name Statement; Other Certificates. The Meml^rs 
will, from time to time, register the Company as a forei^ Hmited liability coinpany and file 
fictitious or trade name statem«its or certificates in those jurisdictions and offices as the 
Members consider necessary or ap|ffopriate. The Corhpany may do business under any fictitious 
business immes selected by the Members. The Members will, fiom time to time, file or cause to 
be filed certificates of amendment, certificates of cancellation, or ofiaer certificates as diey 
reasonably consider necessary or appropriate under the Act or under the laws of any jurisdictioh 
in which the Company is doing business to»establi;^ and continite the Company as a limited 
liability company or to protect the limited liability of the Members. 

2, INTERESTS AND CAPITAL CONTRIBUTIONS • 

2.1 Intereste and Voting Percentage. Each Member's "Interest", meaning the 
relative voting power and fee relative participation attributable to its interest in profit, loss and 
distributions by the Company from time to time, is indicated betow. Eroh Members total capital 
commitment is also indicated below: 


Member 


% Interest 


GFfi 


80.0000% 

$24,000,000.00 

Maverick USA 


7.0395% 

$2,111,830.00 

EB&M 


12.9605% 

$3,888,150.00 


2.2 Capital Contributions. Simultaneously with the execution and delivery of 
this Agreement, each Member is making the following initial contribution to fee capital of fee 
Company: 


Contribution 
$6,440,000.00 
$573,160.00 
$1,043,320.23 ■ 

Each Member shall make additional capital contributions as deemed necessary by fee Managers, 
except each Member shall not be required to contribute in excess of the Total Capital 
Commitment set forth opposite the Members name in Section 2. 1 of this Agreement unless all 
Members agree. In the event that any Member elects not to make any capital contribution 
required hereunder, the other Members may {but shall not be obligated to) contribute to fee 
capital of the Company all such amounts, in which event fee percentage Interest of-each member 
making such a contribution shall be adjusted so that, immediately after such contribution, such 
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Member's percentage Interest shall be a peRsentage-equai to a fraction, the numerator of which is 
hie sum of hie capital contributions made by sax^ Member and hie denominator of which is the 
aggregate of the capital contributions made by all the Members, and concomitantly, 

the percentage Interest of the non-contributing Member^all be correspondingly decreased. 

2.3 Limited Liability of the Members. Unless a Member eiqiressly agrees 
otherwise in writings no Member is liable for the debts, liabilities, contracts or other obligations 
of hie Company. 


2.4 Withdrawal and Return of Capitol; Interest on CapitoL Except for hie 
right to receive distributions in atxordanee* with Section 3 . 1 or up<m dissolution, winding-up and 
liquidation of the Com|»ny as provided in this Agreemm^ no Member has hie ri^t to withdraw 
any of its Capital Contribution. No Member is entitled to receive any inters on its Capital 
Contribution, or any portion hiereof. 


3. DISTRIBUlriONS 

3.1 Distribution Method. Distributions of cash or other property will be made as 
and when available, as detetroined by the M^nbers, by a Required Vote. All (Kstributions are 
subject to the payment of Company expenses and the maintenance of reasonable Company 
resents. Non-liquidating distributions will be made to the Members in proportion to their 
Interests in the Company. A distribution of property other than cash will be mM e pro rata in 
kind as well as in value {unless all Members receiving disproportionate distributions agree 
otherwise). 


3.2 Withholding. Notwithstanding anything^ontained herein, hie Managers shall 
have the right to withhold from a distribution hereunder to any Member any a mn nnt of federal, 
state, local or foreign tax that is required to be withheld by the Company under applicable law, 
and |»y over such amounts to the relevant taxing audiority. Any such amounts shall be deemed 
distributed to such Member for all purposes of this Agreement. In the -event the Managers are 
required to withhold an amount with respect to a Member in excess of the amount ohierwise 
available for distribution to such Memba ("Excess Amount"), such Member shall pay to the 
Partnership the Excess Amount on demand of the Manager (such payment shall not be 
coiBidered a contribution to the Company hereunder) and if such Member does not pay such 
amount to the Company, the Manager may, if there are funds available, pay the Excess Amount 
to the relevant Taxing Authority and, in such case, such Excess Amount-shall constitute a 
recourse loan to such Member payable on demand and bearing mterest at 15% per annum, Such 
Member shall execute any documents required to evidence the foregoing. 


4. ACCOlWTING AND CAPITAL ACCOUNTS 

4.1 Financial Reporting and Non-Financial Reporting Books. The Company 
will maintain books and Capital Accounts as required bySection 4.2. The Company will also 
maintain the ^ditional records contemplated by Section 6.3. 
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4.2 Capital Accounts. A "C^atal Account" be maintained for Member 
in the mann er set for& below. The provisions of this subsection are intended to con^ly with the 
rsqmrements of Treas. Reg. § !.704-IO)^X*v)^'^^®2s.Reg. § 1,704-2 with respect to 
maintenance of capital accounts and partnersb^ allocations, and will be interpreted and applied 
accordingly. 


(a) In accordance with Tr^isury Regulation Section l.704-lfbX2Xi'v)>^e 

Capital Account of emih Member will be detomined and adjusted as follows: 

(i) E^h Member's Capital Account will be (aedited vwth: 

T ' ' > , 

(1) any contributions of cash made by such Member to the 
eapital of the Company plus the Book Basis of my properly 
contributed by such Member to the'capital- of the Company 
(net of any liabilities to which such property Is subject or 
which are assumed by the Congjany); 

(2) the Members distributive share of Net Profit and items of 
income mid ^in, allocated to such Member under Section 

S.2 of this Agreement; and 

(3) any other increases required by Treasury Regulation Section 

1.704- l(bX2Xiv). 

(ii) Each Member's Capita Account will be debited with: 

( 1 ) any distributions of cash made from the Company to such 
Member plus die fair market value of any prc^rty 
distributed in kind to such Member (net of any liabilities to 
wdiich such property is subject or which are assumed by such 
Member); 

(2) the Member’s distributive share of Net Loss and items of 
deduction and loss, allocated to such Member under Section 

S.2 of this Agreement; and 

(3) any other decreases required by Treasury Regulation Section 

1.704- KbX2Xiv). 


5. PROFITS Al^n) LOSSES 

5.1 Allocation of Book Items. Net Profit and Net Loss shall be ^boated to the 
Members, after ail allocations have been made pursuant to Section 5.2 so as to make their 
respective Adjusted Capital Account balances stand in proportion to their respective interests. 
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'SJl Compliance with Section 704(b). Ilie foUowng special allocations ■shall, 
except as otherwise provided, be made in die foUowii^ order: 

(a) Minimum Gain Charge-back . Notwidistending any other provision of fliis 
Article 5, if there is a net decrease in "partnerdiip minimum gain** or in any f»rtner nomecour^ 
debt minimum gain (both as definwi in Treasury Reguktion Section 1.704-2) during any taxable 
year or other period, prior to any other allocation pursimt h^to, each Member shall be 
specially allocated items of Company income and gain for such year.(and, if necessa^, 
subsequent years) in an amount ^ manner required by Treasury R^ulation Sections 1 .704-2(f) 
or 1 .704-2(0(4) or any successor pro\dsions. Ihe items to be so allwated shall be detarained in 
acconiance wilh Treasury Regulation button 1 ,704-2 or any su«x:essor provision. 

(b) Qualified Income Offset . Any Member vriio unexpectedly receives an 
adjustment, allocation or distribution described in Treasury Regulaticm Section 1 .704- 

1 (b)(2)(iiX^)(4)>' (5) br(6) which causes or increases a negative balance in his or ils Coital 
Account shall be allocated items of Profit sufficient to eliminate suda increase or ne^tive 
balance caused thereby, as quickly as possible, to the extent required by such Treasury 
Regulation. 


(c) , Nonrecourse Deductions . Nonrecourse deductions (as defined in Treasury 
Regulation Section 1 .704-2) for any taxable year or other period shall be allocated (as nearly as 
possible) among the Members pm in proportion to their re^ective Interests, 

(d) Partner Nonrecom^ Deductions . Any partner nonrecourse deductions (as 
defined in Treasury Regulation Section 1 .704-2) for any taxable year or other period riiall be 
allocated to the Member that made, or guaranteed or is otoerwise liable wito respect to the loan 
to which such partner nonrecourse deductions are attributable in accordance with principles 
under Treasury Regulation Section 1 .704-2(i) or any sticcessor provision. 


5.3 Section 704(c) Compliance. In accordance with Section 704(c) of the Code 
and the applicable Treasury Regulations thereunder, income, gain, loss, deduction and tax 
depreciation with respect to any property contributed to the capital of the Company, or with 
respect to any property which has a Book Basis difierent than its adjusted tax basis, shall, solely 
for federal income tax purposes, be allocated among the Members so as to take into accotmt any 
variation between the adjusted tax basis of such property to the Company and the Book Basis of 
such property. The Company shall use the "traditional method" without curative allocations as 
provided in Treasury Regulation "Section 1.704-3. 

5.4 Override, No allocation of Losses or Net Losses, or items thereof, shall be 
made to any Member if as a result of such allocation, such Members would have a deficit balance 
in its Capital Account in excess of the amount it Is actually obligated to restore or deemed 
obligated to restore to the Company pursuant to Treasury Regulations under Section 704(b) of 
the Code. Any such disallowed allocation shall be made to the Members-entitled to receive such 
allocation under the Section 704(b) of the Code in proportion to their respective Interests. 
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6. MANAGEMENT ANI) MEMBER RIGHTS 

6.1 Management, (a) Exc^ fen- situations in which the approval of the Members 
is required by this A^eexnent or by nonwaivdjte provisions of aj^Ucabk law, the powers of tiie 
Company shah be exercised by or under tiie authori^ of, and the business and affidrs of the 

. Company shall be managed under the direction of, the Mahlers. There shall be two Managers 
who shall be Evan A. Wyly and Sam Wy!y. 

(b) A Manager iMy resign at ai^ time. IfalVfen^erifesi^ordies,the 
number of Managers shall be reduced to one unle^ the Members, by a unaiimous vote teken 
within sixty days of such v^iancy, ei«:ts*a?tepiacement Manager. If both Managers eoncurrently 
resign or <he, the Members djali, by unanimous vote, elect replaitement Managers. 

(c) The Company cannot engage in any of the following -e^^pt by a Required 
Vote of the Members: 

to sell, exchange, transfer or otherwise di^b^ of any assets of the 

Company including all or substantially all of the asrets in one or 
more related or unrelated transactions; 

(ii) issue additional Interests in tiie Company, create newelasses and 
series of Interests and state and create tiie rights and t^ms thereof; 

(iii) confess a judgment against the Company; 

(iv) create, incur, assume or guarantee indebtedness for borrowed nion^ 
and pledge any or all the assets of the Company as security therefor; 

(v) cause the Company to merge oreonsolidate witii or into any other 
person or entity and establish the terms of such transaction; and 

(vi) authorize the Company to file a petition for relief or otiierwise 
initiate Bankruptcy. 

Additionally, the Members may amend this Agreement pursuant to Section 11. 2 below. 

(d) The Managers may delegate to other employees and agents of the Company 
the authority to conduct the business of the Company in accordance with this Agreement and any 
policy of delegation which may be adopted and revised from time to time by the Managers. Any 
power not delegated by the Managers remains with them. 

6.2 Standard of Care, ta) Any Manager or Member or any director, trustee or 
officer of any Member serving on behalf of the Company, and any employee of the Company in 
the performance of his, her or its duties, is fully protected in relying in good faith on information, 
opinions, reports, or other statements, including financid statements, books of account and other 
financial data, if prepared or presented by: <i) one or other more Officers oremploy^s of the 
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Comi«J3y; or (ii) legal counsel, public acwjuntants, or ottter p«K>ns as to matters are within the 
person's professional or ejq)ert competence. 

(b) No Manager or M^ber, nor any director, trustee or officer of any Member 
serving on behalf of the Company will be liable to the Company or any Memtw with respect to 
claims relating to his, her or its conduct for or on behalf of tie Comjeny if he, or it acted in 

good faith and in a maimer he, she or it reasonably beliewd to be in or not opposed to the best 
interests of the Company, and, with respect to any criminal action or proceeding, had no 
reasonable cause to believe his, her or its -conduct was unlawfel. 

6.3 Access to and Confiddntiaiity of Information; Records. Each Membor has 

the subject to sitoh reasonable standards Cmcluding standards governing vdmt information 
and document are to be fumi^ed at what time and location and at whose expense) as may be 
established by a Member, to obtain from Ihe Company from time to time upo^ ieasonable 
demand for any purpose reasonably relatedto the Member's Interest: ' 

(i) true and full infonnation reading the status of the business and financial 
condition of the Company; 

(ii) promptly after becoming available, a copy of the Company's federal, stete 
and local income tax returns for each year; 

(iii) a current list of die name and last known business, residence or tnailiTy g 
address of each Membo^ 

(iv) a copy of this Agreement, CertiScate of Formation and all amaidments 
thereto, together with executed copies of any written powers of attorney 
pursuant to which the Agreement and any certificate and all amendments 
thereto have been executed; 

(v) true and full infonnation regarding die amount of cash arid a description and 
statement of the agreed value of any other property or service contributed 
by each Member and vdiidi-eacb Member has agreed to contribute in the 
future, and the date on which each became a Member; and 

(vi) other information regardii^ the affairs ofthe Company as is just and 
reasonable. 

6.4 Limited Liability of the Members. The Members (solely in dieir capacity as 
Members) have no liability for any Company obligations. Any liability to return distributions 
from the Company is limited to mandatory requirements of the Act or of any other ^licable 
law. 


6.5 Tax Matters Partner. OF II is designated as the "tax meters partner" (fee 
"TMP " ). under Section 623 1 (a)(7) of the Code. The T ax Matters Partner has the power to : 
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(i) eater into a settlement ^raement with the Service with R^^ject to 
detenninations of Compai^ tax iten^ v^ch bind each Member that is not 
entitled to receive notice the proceedings from the Serncs, vdio is not a 
member of a notice groiq} defined in Section 6223fb)(2) of the Code, and 
v^^io has not timely filed a statement with the S^aetary of Tr^ury (or bis 
delegate) providir^ that the Tax Mattas Partner slall not have audiority to 
bind the Member, which settlement may be on such terms as the Tax 
Matters Partner shall determine in its sole di^ietion to be in the best 
interests of the Members as a class; 

V 

(ii) in its sole, disci^on, decide wfiether not to -commence judkia! action for 
review of Company items included in a notice of final CcHnpmy 
administrative ^jusfrnent, widi fhs selection of the appropriate -court and 
the Company items to be contested to be detrained in the Sole discretion 
of the Tax Matters Partner; 

(iii) in its sole discretion, determine whether to appeal from an adverse decision 
in an action commenced pursuant to clause (ii) of this Section 6.6 and 
prosecute any such appeal; 

(i v) in its sole discretion, intervene on behalf of the Company in any judicial 

action commenced by any other Member or notice group defined in Section 
6223(b)(2) of the Code as to Company tax items; 

(v) file a request with the Service for an administrative adjustmertf as a 
substituted Company return, or otherwise, and to request judicial review on 
behalf of the Company as to any part of a request for administrative 
adjustment not allowed by the Service, with the selection of the appix^riate 
court, the Company items to be contested and the decision ^etiier to 
appeal from an adverse decision in any such action to be determined in foe 
sole discretion of foe Tax Matters Partner; 

(vi) in its sole discretion, enter into an agreement with respect to all present or 
former Members to extend the pCTiod for assessing any tax which is 
attributable to any Company item (and no other person is authorized to enter 
into such an agreement); 

(vii) upon receipt of a notice of the commencement of adminisfrative 
proceedings by the Service, fianish to foe Service foe name, address, profits 
interest and taxpayer identification number of each person who was a 
Member in the Company ^ any time during foe applicable Company 
taxable ye^ and such revised or «iditional information as may be required 
by law; and 
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(viu) conform to any tax a4mimstrative requbemeirts as may be placed on Tax 

Matters Partaei^ by Txrasury R^ulations adopted after Ae ckte hereof as to 
income tax or any oftier lederal tax applicable to the Company. 

Any vacancy in the office of die IMP will be GUsd from among the Members. 


7. DISSOLUTION AND LIQUIDATION 

7.1 DissolutioD. (a) NotwiAstanding any provisions of the Act to the contrary, 
die Company will dissolve without furthdflaction of die Members only by Agimnent of the 
members holding more dian 50% of the Interests. No other event, including any -event which 
would cause the witiidrawal of a Memba: under the Act, will -cause a dissolu^n. 

(b) Upon dissolution of the Company, the Members will wind up and 
liquidate the Com|any by using, in their discretion, either or both of the following methods: 

(i) selling the Company's assets and distributh^ the net proceeds 
pursuant to Section 7.2(a); and 

distributing the Comjmy's assets to the Members in kind in 
proportion to the raedit balances of the Members Capital Accounts, 
each Member accepting an undivided interest in die Company’s 
assets subject to its liabilities. 

(c) Upon completion of the liquidating distributions under Section 7.2, the 
Compare is completely dissolved and terminated. 

7J2 Liquidating Distributions. 

(a) Upon the dissolution of the Company followed by its winding-up, the 
proceeds of liquidation will be applied and distributed in the following order of priority: 

■Cl) first, to theexpenses of liquidation and the debts of die Company, 

other than the debts owing to die Members; 

(ii) second, to the establishment of any reserve which the Members, by 
a Required Vote, -consider appropriate for any contingent or 
unforeseen liabilities and other obligations of the Company arising 
out of or in conjunction with the Company’s ^airs; 

(iii) third, to such debts as are owing to the Members; and 

(iv) fourth, to the Members vdiose Capital Accounts have credit 
balances, in proportion to such balances. 
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(b) Except as otherwise jxovWed in Section 7.2(c) of this Agreement, 
distributions pursuant to Section 7,2(a) will be made not later than dre later of (i) ihe end of the 
taxable year in which liquidation of the Comj^y occurs, or (ii) a date which is 90 6ays after the 
date of such liqui<^on. 

(c) Amounts vdthhcld as reserves pursumat to Section 7 .2(a)(ii) of Ms 
Agreement will, to the extent not needed for die purpose of \^ch they were withheld, be 
distributed as K>on as practreable among the Memb^ in accordance with Sections 7;2(aXiii) and 
Civ). 

73 Final Accouhring. Ea^di of the Memb^s willl^ furnished with a statement 
prepare! by tire .Company's accountants, \^ch shall set forth the assets and liabilities of tire 
Company as of the dke of the complete liquidation. ; 


8. TRANSFERS OF INTEREST 

8.1 Limitations on Transfers. <a) Except as provided in Section 8.1^), no 
Memb«’ is p ermit ted to Transfer all or any part of its Interest Any piaported Transfer of a 
Mranber's Interest, portion tiiereof or any oAer interest in an Interest in the Company in violation 
of this Agreement is a nullity and vests no tide or right m the purported transferee. 

(h) Any Member (a "Tramferring Member") may transfes- its Interest to another 

entity controlled by or under common wntrol witii such Transferring Member and feat entity 
will, upon such transfer, be substituted for such Transferring Member as a Member of the 
Company having all the rights, powers (and duties and obligations) of such Transferring Membw 
under tiiis Agreement 

8.2 investment Representation. Each of fee Members recognizes that its Interest 
in the Company has not been registered under the Securities Act of 1 933 in reliance on the 
so-called "private offering" exemption contained in Section 4(2) of said Act Each of the 
Members hereby certifies, represents and wairante that be or it is acquiring his or its interest in 
fee Company for investment and not wife a view to, or for resale in connection with, any 
distribution of such interest within the meaning of fee Securities Act of 1 933. 


9. INDEMNIFICATION 

9.1 Indemnification, (a) the Company will indemnify any person who was-or is 
a party or is threatened to be made a party to any threatened, pending or completed action, suit or 
proceeding, whether civil, criminal, administrative or investigative by reason of fact that he is or 
was <i) a Member of the Company, or (ii) is or was an officer or director of a Member, or (hi) is 
or was serving at fee request of the Company as a member, manager, director or officer of 
another limited liability -company, corporation, partnership, joint venture, trust or other 
enterprise, against expenses (including attorneys' fees), j udgments, fines and anrounts paid in 
settlement actually anti reasonably incuxreti by him in connection wife such action, suit or 
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preceding if the person met the standaniof care forth in Section 6.2(b). No indemnific^on 
will be msak in respect of any claim, isstw or matter as to vdiich such person is adjudged to be 
liable to the Company unless, and indemnification wfij only be made to the extent that, the court 
in which action or suit was brou^ <tetennines upon appUcation that, debits the adjudication of 
liability but in view of all the circumstances of the case, such p^oa is feiriy and reasoimbiy 
ratitied to indemnity for such expense which tiie court consider fnoper. The tennination of any 
action, suit or proceeding by jud^ent, order, settlement, conviction, or upon a plea of 
nolo conteniere or its equivalent, does not, of itself, create a presumption foat the peison did i«)t 
meet the standard of care set forth in Section 6<2(b). 

(h) To the extent that ad ^ployee or agent of a Company has h^ successful 

on the merits or otherwise in defense of any action, suit or proceeding referred to In 
Section 9. i<a), or in defense of any claim, issue or a matter foerein, he will be ind^hniffod 
against expenses (including attorney's fees) actually and reasonably incurred Sy him in 
connection therewith. ■ 

9JZ Advancemrat of Expenses. £:q>enses (including attorneys' !^») incurred 
' defending any civil, criminal, adndnistradve or investigative action, suit or proceeding may be 
paid by ttie Company in advance of the final diq>osition of any action suit or proceeding i^on 
receipt of an undertaking by or on behalf of the indemnitees to r^ay such amoimt if it is 
ultmmteiy determined that he is not entitled to be indemnified by the Company and iq^on sircH 
oth«‘ tenns and conditions, if any, as foe Members, by a Required Vote, deem ^proimate. 

93 Other Ri^ts to Indemnity or Reimbursement; SnrvivaL Indemnification 
under this Article 9 will be provided only with r^ect to such losses, costs, expenses, judgment 
and amount which ofoerwise are not compensated for by insurance carried for tlto benefit of foe 
Company. The indemnification and advancement of expenses provided by, or granted pursuant 
to this >^;reement is not exclusive of any ofoer rights to which those seeking indemnification or 
advancement of expenses may be entitled un<for any agreement or ofoerwise, both as to action in 
his official capacity and as to action in another capacity while holding such office. 

9.4 Additional Indemnification of Employees and Agents. In addition to the 
right to indemnity set forth in Section 9.1(b), the Company may indemnify any employee or 
^ent of the Company and any employee or Affiliate of any Member serving on behalf of foe 
Company upon such terms and conditions, if any, as the Members, by a Required Vote, consider 
appropriate. 


9.5 Insurance. The Company has the power to purchase and maintain insurance 
on behalf of any person who is or was a Member, employee or agent of the Company, or is or 
was serviivg at the request of the Com^y as a member, manager, trustee, director, officer,' 
employee or agent of another limited liabilityxompany, partnership, joint venture, trust or other 
enterprise against any liability asserted against him and incuned by him in any such capacity, or 
arising out of his status as such, whether or not the Company would have the power to indemnify 
him against such liability under this Section. 
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9.6 Rules of Constructiou. (a) For purposes of tiiis Article 9, lefeiences to "the 
Company" include, in addition to the resuMi^ entity, any constituent entity (including any 
constiUient of a constituent) absorbed in a-<xmsoildation or merger which, if its ^arate existence 
had continued, would have had power and authority to indemnify, so toat any parson stands in 
the ^me position under this Article with respect to the resulting or survivii^ entity as he would 
have with respect to such constituent entity if its separate existence hadeontinued- 

(b) For purposes of this Article 9, references to "othCT enterprises" include 
employee benefit plans; references to "fines" include any excise taxes assessed on a person with 
r^pect to any employee benefit plan; and references to "serving at the request.df the Company" 
include any service as a member, manag dt/'officer, employee or agent of the Company wifich 
impo^ duties on, or involve services by, such member, manger, officer, employee or agent . 
with respect to an employee benefit plan, its participants or ben^ciaries; and apefyon who acted 
in good faith aiKl in a manner he reasonably believed to be in the mterest of tlfe paiticl|mts and 
beneficiaries of an employee benefit plan ^rall be deemed to have Kited in a manner "not . 
opposed to the best interests of the Company" as referred to in-this Section. 

(c) The indemnification and advancement of expenses provided by, or panted 
pursuant to, this Article 9, unless otherwise provided when autiiori25ed or ratified, continues as to 
a person who has ceased to hold a position and inures to the benefit of tjte heirs, executors and 
administrators of such a person. 

9.7 Savings Clause. Ifthis Article 9 or any portion of this Article is invalidated 
on any ground by any comt of competent jurisdiction, then the Company will nevertiiel^s 
mdenmify each Indemnitee as to c^sts, charges and expenses (including attorneys’ fees), 
judgmCTts, fines and amounts paid in settiement.with respect to any action, suit, proceeding or 
investigation, whether civil, criminal, administrative or investigative, including any action by or 
in the ri^t of the Company, to the fiill extent permitted by any applicable pt^on of thta Article 
tiiat has not been invalidated and to the fullest extent permitted by applicable law. 


10. DEFINITIONS 

Unless the context otherwise requires, the following terms (and the singular or 
plural thereof) used in this Agreement have the meanings set forth below; 

"Act" means the Delaware Limited Liability Company Act, Delaware Code, Title 6, 
Chapter 18 (Section 1 8-101, efj«^.), as amended from time to time. Any reference to the Act 
automatically, includes reference to any subsequent or successor limited liability company law ki 
Delaware. 


"Adjusted Capital Account" m^ns with respect to any Member for any taxable 
year, the balance, if any, in such Member's Capital Account as of the end of such taxable year, 
after giving effect to the following adjustments; 
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(i) credit to such Capital Account any amounts that such Mendser is obligated 
to restore or is deemed obligated to restore as <fes«ibed in the penultun^esentences of Treasury 
regulation Section 1 .704-2(g)(2) and Treasjffy regulation Section 1 .7D4-2(i)(5) or any successor 
provisions; and 

(ii) debit to such capital account tiie items described in Treasury regulation 
Sections 1.704-l(b)(2)(ii)(d)(4). (5) and (6). 

"Affiliate" means (i) any Person directly or intfirectiy controlled by any Member, or 
(ii) any memter of an individual Member’s immed^ fmiily, which includes .spome, chil<feen, 
parents, or siblings, or trusts for tiieir solS boiefit Without limiting the generality of the 
foregoing, "control" of a Person means tiie pc^sesdon directly or indirectly of tiie’ power to direct 
or cause the direction of the management or poUdes of such Person; any gdieral partner of a 
partnership controls the partna^liip if it is sole general partiMr or it o\^ 2^5% or more of 

the aggregate capital or profits interests owned by all genial partners in, sudi partn^ship, but 
not otiierwse; any member of a company conttols the limited liability company 

if it owns 25% or more of the aggregate coital or profit interests owned by all of tiie memters in 
such limited liability company; any trustee of a trust controls fixe hust; any dirwtor or executive 
ofiicer does not control any corporation, and noemployer to controls any employee. 

"Agreement" means this agreem^t, as amended from time to time, by amendmertfs 
duly executed and delivered. 

"Bankrupt" or "Bankruptcy" mrans, with respect to any Person, such Person's filing 
a petition or otherwise voluntarily commaicing a case or proceedir^ or filing an answer or other 
ple^iing in any proceeding seeking relief under any federal or stale bankruptcy, insolvency or 
involuntary subject of an order for relief by any court under any such law, or being adjudicated a 
"bankrupt," "debtor” or "insolvent" under any such law, or there being appointed ui^er any such 
law a "triistee," "r«:eiver" or "custodian” to manage his or its bu^ess or pn^joties, or there 
being commenced under any such law a case or proceeding proposing such an order for relief, 
adjudication or appointment vdth t-espect to such Person or his or its business, which jMroceeding 
is consented to by such Person or which is not dismissed within 90 days after being commenced. 

"Book Basis" means with respect to any asset, the asset's adjusted basis for federal 
income tax purposes provided, however, (i) if property is contributed to the Company, the initial 
Book Basis of such property shall equal its fair market value on the date of contribution; and (ii) 
if the Capital Accounts of the Company are adjusted pursuant to Treasury regulation Section’ 

1 i704-l(b) to reflect the fair market value of any Company asset, the Book Basis of sucdi a^et 
shall be adjusted to equal its respective foir maricet value as of the time of such adjustment in 
accordance with such Treasury regulation. The Book Basis of all ^sets 'shall be adjusted 
thereafter by depreciation as provided in Treasury regulation Section 1 .704-l(b)(2Xlv)(g) and 
any other adjustment to the basis of assets otoer than depreciation or amortization. 

"Capital Account" has the meaning set forth in Section 4.2. 
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"Capital Contribution" means tbe aggregate amount ofeash and property actually 
contributed to the capita of tiw Company. 

"Code" means the Intend ReveniK Code of 1986, as amended from time to time. 
Any reference to the Code sh^l automatically include a reference to any subsequ^t or 'successor 
internal revenue code or law, and any reference to a particular section of die Code shall 
automatically include reference to corresponding provisions of subsequent or successor code or 
law. 

"Company" means this Company and any limits liability company continuing toe 
business of tins Company after dissolutid^'as provided in Article 7. 

"Fiscal Year" m«ins cakndar year. * 

"Interest" has the meanii^ set forth in Section 2.1. . 

"Members” means the members of toe Cumpany and, initially, toall mean GF II, 
Mavraick USA and EB&M. 

’'Net Profit" and "Net Loss" means for each taxable year or other j^od, an amount 
equal to toe Company’s taxable income or lo» for toe year or other period, det^mined in 
accordance wito Section 703(a) of toe Code (including all items of income, gain, loss or 
deduction required to be stated separately under Section 703(a)(1) of toe Code), with the 
following adjustments; 

(a) any income of the Company that is exempt from federal income tex and mt 
otoerwise taken into axount in computing Net Profit or Net Loss will be added to taxable 
income or loss; 

(b) any expenditures of the Company described in Section 705(a)(2)(B) of fee 
Code or treated as Section 705(a)(2)(B) expenditures under Treasury regulation Section 1.704- 
l(b)(2)(iv)(i), and not otherwise taken into account in computing Net Profit or Net Loss, will be 
subtracted from taxable income or loss; 

(c) gain or loss resulting firom any disposition of Company property wito 
respect to which gain or loss is recogniz^ fot federal income tax purposes will be computed by 
reference to the Book Basis of the property, notwithstanding that toe adjusted tax basis of the 
property .differs fipm.ite Book Basis; 

(d) in lieu of depreciation, amortization and other cost recovery deductions 
taken into account in computing taxable income or 1 ms, there will be taken into account 
depreciation as provided in Treas. reg. § 1.704-!(b)(2)(iv)(g) for the taxable year or other period; 

(e) . any items specially allocated pursuant to Section 5.2 and 5.3 shall not be 

considered in determining Net Profit or Net Loss; and 
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(f) any increase or decrea^ to Coital Accounts as aresuit-of adjustment to . . 
the BcK)k Basis of Company property purstant to Treasury Regulation 'Section 
1 .704-l(b)(^)(iv)(f) or (g) shall constitute on ftem ofNet Profit or Net Loss as approfsiate. 

"Person'' means any individual, partnership, corporation, trust, estate, a^ociation, 
limited liability company or other entity. 

"Prime Rate" means the rate of interest reported by The Wall Street Journal as tibe 
"Prime Rate", whidi rate shall be adjusted, from time to time, on the same date toat such 
published rale is adjusted. 

'r 

"Property" means all tangible and intangible ^al or personal property owned or 
hemaiter acquired by the Consp^y, including, without limitation, its Interest in any business 
enterprise, its name and any note or security interest received rqjon the dispo^on of any 
Property. ■ 


"Required Vote" means the vote of Members holding Voting Pereents^es 
aggregatmg more than 50%. 

"Service" means the Internal Revenue S«vice or any successor agCTcy. 

"TMP" has the meaning set forth in Section 6.5. 

"Transfer" means any sale, assignment, pledge, encumbrance, gift or attempt to 
create or ©rant a security interest in, of any Interest thereon or portion thereof; excepting only a 
pledge limited to a M^ber's claim as a creditor to receive cash distributions payable on ^count 
of ite Intoest to die extent such Member is the beneficial owner of such Interest at toe tone such 
distribudons are payable. 

"Treasury Regulation" or "Treas, Reg." means the regulation's) promulgated 
pursuant to toe Code by the U.S . Department of toe Treasury, as amended, and any sxtecestor 
reguiation(s). 


11. MISCELLANEOUS 

11.1 Notices. All notices to the Company are to be sent registered or certified 
mail, return receipt requested, addressed c/o-Stotryl Robertson at the Company's principal office. 
Ail notices to the Members are to be sent registered or certified mail, return receipt requested, ', 
addressed to such Member c/o the address appearing after such Member's signature or such other . 
address as may be specified by the Member from time to time in a notice to toe Corr^any. AH 
notices are given or served when deposited in the United Slates certified or registered mail, 
postage prepaid, properly addressed and return receipt requested. 
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Amendment; Waiver. 

(a) Any amendment to this Ag«ement becomes efective witii the consent t)f 

Members holding more than 50% of die Interests in-the Company, except that no amendment 
may require a capital contribution by a Mcmfaa:, increase the restrictions on Transfer of a 
Member's interest or materially and adv«sely affect a Member in a manner that is materially 
different from its effect on other Members without the coisent of the Meml^ affected. 

(b) Each of the Members hereby irrevocably waiv^ any and. all rights, duties, 

obligations and benefits with respect to any action for partition of Property or to compel any-sale 
or appraisal feepeof. Further, all rights, du^es, benefits and obligatitms mciiaiing inventory and 
appraisal of the Company assete, provision for which is made in fee lavra of Delaware, or an 
account of the operation of any oti»r rule or law of any other jurisdiction tocompd any ’sale- or 
appi^alofCompany assets, are hereby waived. \ 

11.3 Whole Agreement. This Agreement contains the entire imderstondxng 
betvreen the parties and supersedes any prior understanding and apem^ts between feem 
r^pecting the within subject matter. There are no agreements, arrangements or understandings, 
ora! or written, Iretween and among the parties hereto relating to fee subject matter of this 
Agreement vfeich are not set forth or expressly referred to herein. Unless otherwise stated, 
references in this A^eement to Articles, Sections or Appendicies refer to fee Articks, Sections 
and Appendices to this Agreement. The Appendices are an inte^ part of feis Agreement for all 
purposes. 

11.4 Goveraing Law. This Agreement is governed and is to be construed in 
accordance wife the laws of the State of Delaware wifeout giving effect to its piincqiics of 
conflicts of lavra. 

115 Binding Nature. Except as otherwise provided in this Agreement, this • 
Agrwment is binding upon and will inure to the benefit of the Members and their successors and 
assigns. 

11.6 Invalidity. In the event that any provision of feis Agreement Is invalid, fee 
validity of the remaining provisions of the Agreement arc not to be affected thereby. 

11.7 Counterparts. This Agreement and any annendment may be executed in 
multiple counterparts, each of which is an original and all of which are one agreement or 
amendment, as the case may be, notwithstanding that all of fee parties are not signatories to fee 
original or the same couut^art, or feat signature pa^s irom 'different wuhterpaits' fire ' ‘ ' 
combined, and the signature of any party to any •counterpart is a-signatiue to and may be 
appended to any other counterpart 

11.8 Headings. The headings contained in feis Agreement are for reference 
purposes only and do not affect fee meaning of feis Agreement. 
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11*9 Terminology. AU personal pronouns used in tiiis Agceemen^ whetlwr^ised 

in the masculine, feminine or neuter gender, include aU ofher genders; the singular includes the 
plural arai vice versa. 

IN WITNESS WHEREOF, the Membeis have duly executed this Agreement as of 
die date first above written. 


GREEN FUNDING H, LX.C. 




Name: 

Title: 


maverick: USA, CORP. 


Name: -i-ee. S. Ahi/it 
iTdc: 


EB&M HOLDINGS, LTD. 


By:__ 

Name: 

Tide: 
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11.9 Terminoiogy. All peisoaal pronouns used in this Agieement, whetheriffied in 
masculine, feminine or neuter gender, inchi^ all other gendem; tiie singular include flse plural and vice 
versa. 

IN WI'rNESS WHEREOF, the Members have duly executed this Agreement as of die 
date first above written. 


CKBEN FUNDING II, Li.C. 

*r 


By:_ 

Name: 

TMe; 



MAVERICK USA, CORP. 


By:_ 

Name: 

Tide: 


EB&M HOLDINGS, LTD. 


Bv: 0?^'^== — 

l^rctW: _ . . 
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AGREfMENTAOT. 

THIRD AMENDMENT TO THE 
LIMITED LIABILITY COMPANY AGREEMENT 
OF 

GREEN FUNDmG I, LX.C. 


TEDS AGRES^IENT AND TEDRD AMENDMENT TO THE LIMITED UABILITY 
COMPANY AGREEMENT (this "Ame ndm ent") dated as of June 8, 2000, by and among Green 
Fuiwlii^ n, LX.C., a Delaware limited liability company ("GFD"), Maverick USA, Corp^ a 
Delaware coiporation ("Ma^nick USA"), EB&M Holdings, Ltd., a Caynten Island txitnpaay 
("EBi^T'), and Moberly Limited, an Isle- of Man limltdi liability company ("Mobcrly "), amg rids 
&e Limited Liability Conqjany Agreemenjnf Green Fundii^ I, L.L.C., as am^nied (die 
"Agreenwnt"), as follows: 

RECITALS ■ 

Moberly <tesires to become, and GFII, Maverick USA and EB&M desire that Moberly 
become, a Member of the Company with the Interest set forth below and on the and 

conditions set forth below; and 

Paragr?Q)h 6.1 (c)(ii) of the Agreement requires that the Members approve die issuMce of 
^didonal Inters in the Company by a Rcquir^ Vote. 

AGREEMENTS 

NOW, THEREFORE, the paxti^ hereto do hereby ^tee as follows; 

1. Creation of Interest and Admission of Member. GFII, Maverick USA and 
EB&M, which collectively hold 100% of the Interests, and therefore have die Required Vote to 
create additional Interests as set forth in Section 6.1(cXu) of the Agreement, do hereby approve 
the additional Interest in the Company to be held Ity Moberly, as set forth below, and Moberly 
does hereby accept such Interest, and GFII, Maverick USA and EB&M approve the admission of 
Moberly as a Member. 

2. Agreement To Be Bound. Moberly hereby agrees to become a Member of the 
Company and to be bound by the terms and conditions of the Agreement, as arngrtHt-fl by this 
Amendment. 

3. Amendment of Agreement, (a) The Members hereby agree that Paragraph 2.1 
of the Agreement shall be deleted in its aitirety, and -shall be replaced, in its •entirety, with the 
following: 


"2.1 Interests and Votmg Percentage. Each Member's "Inteest", meaning the 
relative voting power and the relative participation attributable to its interest In ptofi^ 
loss and distributions by the Company from time to time, is indicated below. -Each 
Member's total capital commitment is also indicated below; 
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Member % Interest 


Total (^Ital 

Commitment 


GFH 

Maverick USA 

EB&M 

Moberly 


0.1% $50,000,000.00 

0.1% $3,519,80000 

0.1% • $6,480^0000 

99.7% $30,000,000.00" 


TheMembersherebyagreethattiK&stsentenccofPar^raphO.5of0ie 
Agreement shall be delete, in its entirety, and shall be ^placed, in its endi^ty, with the 
foiiovdng: 

"Moberly fa ^si^ated as tte "tax matters partner" (the "IMP") mdar'Section 
623l(aX7)oftheCode." • . . j 


(c) The Members hereby a^eOiat a new 
Agreement, to read in its eittirety as follovfa: 


Paragreph 6.6 shallW 


.added to the 


"6.6 Resignation of Members. A Member may resign at any time &om the 
Company. Upon such resignation, sixdx Member will © have no right to iecmve tiie Me 
' value of such Member’s Intnest as of die dale of resignation, 0i) have no ri^ to receive 
any distributions of the Con^jaz^ and pu) cease to have any Interest in the Company. No 
resigmng Member shall have tiie li^t to withdraw any of its Cf^ital Contribution.” 

4. Defined Terms. Capitalfaed terms used and defined in this Amendme nt shaH 
have the meanings assigned to them in'this Amendment lincluding those in the initial pazag^h 
hereoQ and capitalized terms used herein and not defined in this Amendment shall have the 
meanings assigned to them in the Agreement, in-each case, unless the context clearly requires 
otiiermse. 

5. Governing Law. This Amendment fa governed by and fa to be consttued in . 
^cprdance vdth the laws of the State of Delaware withoutgiving-efiect to its principles of 
oindOicts of laws. 


6. Binding Nature. Except as otherwise provided in this Amoidment, this 
Amendment fa binding upon and will inure to the benefit of the Members and their successors 
and assigns. 

7. Invalidity. In the event that any provision of this Amendment fa invalid, tiie ’ 
validity of the remaining provisions of the Amendment are not to be affected thereby. 

8. ’ “ Coi^eii)~ai^.'Thfa7^emdmetitmy be exccu^ ih.mQltiple counteipatSTjrach 

of which is an original and all of which are one amendment, noO^thstanding that alt of toe 

parties are not signatories to the ori^nal or toe same counterpart, or that signature pages from 
diSsrent counterparts are combined, and tiie signature of any party to any counterpart fa a 
signature to and may be appended to any otoer counterpart. 
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9 , Headii^ The faeadings-contaiaed in this Amendment are for reference puiposes 
only and do not aifect the meaning of diis Aitodnien.tr' 

10. TeniiiBOlogy. AU persona! pronouns used in this Amaidment^wbedier used in 
the masculine, feninine or neutergender, include all odiergenders; tlM» sicgular includes tl» 
plural and vice versa. 

IN WITN^S WHEREOF, the Members have duly execined Agreement as.of tl» 

datefirstabovctvritten- 

■ GKEm FUNtolNG n, LX.C. 


Name: Svan 

T 

Title: ^ 



MAVERICK USA, CORP. 


.. xs/u. ^ 


Name: 


Titl8:_ 

M tteaa gv 


EB&M HOLDINGS, LTD. 


By:_ 

Name: 

rrtle:_ 


MOBERLY LIMITED 


' . By:_ 
Name: 
TitierJ 
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9. Headings^ TheiK!adi]^ccintainedmdiis«A3fiaidmaitare1brr-e&Feacepiuposes 
only md do not affect the meanii^ of this Amendment 

10. Terminology. All personal pronouns used in this Amendme&^^e&er used in 
the Tnascollne, feminine or neuter gender, inclucb all other gendem; the singu^ includes d» 
pluiai and vice vcrs&. 

IN WnHESS WHEREOF, the Members have duly -executed dus Agreenumt as of the 
date &st above voitten. 


GREEN FUNDING U, LL.C, 


By:_ 

Name;. 

TifleL. 


MAVERICK USA, COKP. 


By:_ 

Name: 

Titlc:_I 


EB&M HOLDINCK, LTD. 


Bv ; 

title: DiyfxW* 


MOBERLY UMITED 


By:_ 

Name: 

TiticrJ 
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9. Headings. Hie ladings contained in this Amendn^t aie Sir re^aence pmpo^ 
(mly ami do not afiect die meanii^ of Amendment. 

10. Terminology. All petsooel pronouns used in this Amoidment, 'whether used In 
the masculine, fenunine or neuter gender, include all oth<7 gemters; die singular incluctes the 
plural and vice versa. 

IN WITNESS WHEREOF, the Members have duly iflacuted 1hfe Agreement as of die 
date first d)Gve writ^ 

•f GREEN FUNDB«iGII,ULC. / 


By:_ 

Name: 


MAVERICK USA, CORF. 


By:_ 

Name: 


EB&M HOLDINGS, UD. 


Name;. 

Titlc:_ 


MDBERLY LIMITED ' 



Confldaneial Trsatssanfc Requested 
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AGREEMENT 

FOmtH AMENI»®E3*JT TO THE 
UMTTED LIABflJTY COMPAm^ AGREEMEOT 
OF 

GREE^ FUNDING I, LX.C. 


THIS AGREEMENT AND FOURTH AMENDMENT TO THE LIMTIED LIABILITY 
COMPANY AGREMENT (this "Amendment”) dated as of June 9, 2000, by and among Green . 
Fimdingn,LX.C.; a D^aw^lifiutei liability company ("GFII"),NfeV'ddekrUSA,Go¥p;, a . ' " ' 
Delaware corporation ("Maverick USA"), EB&M Holdings, Ltd., a Caymanlsland company 
C’EB&M”), ami Mobaly LimHed, an Isle of Man limited liability com|»ny CMobi^y"), amends 
the Limited liability Company AgreemAfpf Green Funding I, U-L.C., as amend^ (the 
"Agreement), as follows: 

RECITALS ' 

GFH, Maveridc USA and EB&M each desira to re5ign.as a Member of Ore Con^any; and 

Moberly desires to consent to such rerigi^tion; and 

Siich T ^ignati ons make amendment of the Agreement desirable; . 

AGREEMENTS 

NOW, THEREFORE, the parties hereto do hereby agree as follows: 

1. Resignation of Members. As permitted by Paragr^h 6.6 of tiie Agreement 

each of GFII, Maverick USA and EB&M hereby resigns the Company efTective as of June 

9.2000.' 

2. Amendment of Agreement To reflect such resignation, the Members beidby. 
agree that Paragraph 2. 1 of the Agreement shall be deleted, in its entirety, and shall be replaced, . 
in its entirety, wifo the following: 

Interests and Voting Percentage. Each Member's "Interest'Vmeaning the 
rdative voting power and the relative participation attribut^le to its interest in profit, 
lossanddistributionsby the Company firom time to time, is indicated below. E^h . 
Member!s total capital commitment ffom and after June 9, 2000 is also indicated below: ■ 




Total Coital 

Member 

% Interest 

Commitment 

Moberly 

100% 

$30,OOD,-000.-00 


Confidential Treatment Kequested 


Permapeot SttbcomnOttee on lovestigations 
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3. DelBiied tmns. Capitalized terms used and de&^d in this Amendment 

have the n^anio^ assigi^ to them in diis Amendment (including those in t!» inirial paiagiaidj 
hereof) and cq}itali 2 £d tenns us^ herein and not defined in diis AmendnKnt die 

meamngs asagaed.to them in Agreement, in each <»sc, unless «mtexl dearly leqmres 

othmvise. 

4. Governing l4iw. Hus Amendmoit hgovohed by and ^ to construed in 

accordance with the laws of die State of Delaware without giving effect to its principles of 
confUcts of laws. 

5. Brnding Natui^ Ex«pt as otherwise provided in diis Amendment fliis 

Amendment is binding upon and will inure to the benefit of the Members and their successors 
and assigns. ' ■ 

6. Invalidity. In Ae event that any provision of this Amendment is invalid, Ae 
validity of Ae remaining provisions of the Amendment are not to be aff^ted^beidiy. 

7. Counterparts. This Amendment may be executed m multiple countepaitSj'cadh 
of -vAicA is an original and all of which are one amendment, notwithstanding that all of Ae 
parties are imt rignatories to Ae ori^d the same counterpart, or that rignatore |»ges fiom 
Affermt counterparts are combined, and Ae signature of any party to any-countopait is a 
signature to and m^ be r^pended to any oAer counterpart 

8. Headings. The headii^ contained m this Amendment are for reference purposes - 
only and do not affect Ae meaning of this Amendment 

9. Terminology. AH personal juoimuns used m Ais AmeDdmwit, whether us^ in 
Ae masculine, feminine or neuter gender, include all oAer genders; the smgularincludes Ae 
plural and wee versa. 

[REMAINDER OF PAGE INTENHDNALLY LEFT BLANK] 


■OL-M1503S ■ 2 
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IN WTINESS WHHIEOF.Ihe Memlers have duly-estecuted this Agreement as of the 
■ date fiist above written. 

FUNDING n, Li.C. 


By : 

Name: f^ van Wy/v ff / 
Utle: Alenagei^ " 


MAVERICKUSA, COR^ 

By: ^ 

A^nwr 


Name : Ue S. AinfJte. TO. 
Tide : AAaea^^pt/- 


EB&M HOLDINGS, LTD. 


By:_ 

Name: 

TiUe:_ 


MOBERLYLaOTED 


By:_ 

Name: 

ritle:_ 


DL.UIS035 


Confidontlal Treatment Hequssted 
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IN WITNESS "WHEREOF, liiB Member have duly eXKaited fiiis A^irement as of the 
date £n>t written 


GREH^ FUNDING H, LX.C. 


Name ; - 

■nUe: 


MAVERICKUSA,CORP, /" 


By:_ 

Name: 

Titled 


EB&M HOIXUNGS, LTD. 



MOBEiaY LIMITED 


ByL_ 

Name: 

Titie:J 


r».-{H 5 Q 35 


3 


Confidential Treatsiant Hequestod 


aa VSI-ff 013656 



4400 


.IN WITNESS WHERSDF, file Monbent faave duly executed this Aj^ement as of die 
date first above written. 


GREEN FUNDE^GD, L.L.C 


By:_ 

Name; 

TitlerJ 


MAVERICK USA, CORP. 


Name: 

TifierJ 


EB&M HOLDINGS, LTD. 


By:__ 

Namc^ 

Tillc:^ 


MOBERLY LOOTED 



DL-iU303J 


3 
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Bank of America, N.A. 
P.O. Box 831547 
Dallas, TX remi547 


H 

Accoont Reference Information 
Account Number 
Tax ID Number IVBHIIBi 
E 0 0 A Enclosures 0 50 

Statement Period 0319437 

OW03/00 through 0<y3(V00 


[— = Redacted by the Permanent 

0509» o«i sc«W9 Subcomm ittee on InvestigationL 

IBREEN FUNOINS^ I tLC' 

300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 

Customer Service: 

Bank of America, NA. 

P.O. Box 831547 
Dallas, TX 7628^-1547 
1.800.462.6289 


Page 1 of 2 


Full Analysis Bnsiness Checking 


Account Summai^ Information 


Statement Period 06/03/00 tbrougli 06/30/00 


Number of Deposita/Ciedite 1 

Number of Withdrawals/Debits 3 


Number of Enclosures 0 

Number of Days in Cycle 30 


Statement Beginning Balance 
Amount of BepomWCrediis 
Amount of Withdrawals/Debita 
Statement Ending Balance 

Average Le^er Balance 
Service Charge 


44.114.53 

14.000. 000.00 

14.000. 287.00 

43.827.53 

610,565.56 

0.00 


Deposits and Credits 
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Bank of America, NA. 
P.O. Box 831547 
Dallas. TX 75283-1547 


H 

Account Raferenc^^femarira 
Account Number: ^||MH|||||||a||» 
Tax ID Number 

E 0 0 A Bnclosorra 0 50 

Statement Periort 0313438 

o^ovoo through ofvaiyon 


^m^mm - Redacted by the Pemianent 
__^___Subconunittegjin Investigations 

GREEN- FUNDING I L4C ' 


Page 2 of 2 


1 


Full Analysis Easiness Checking 


1 

Other Debits 


Withdrawals and Debits - Continued 



Date Ctistomer 
Posted Reference 

Amount Description 


Bank 

Reference 

06/16 

Ii000,00a00 Wire TypeiFed Out Date:000616 Time:1007 

0 Fed Rde^37 Seq:000616004851 

Bn£Green Mounta«i,EnflC£ Pmt DefcGreen Mountain En 
£i^ Resources LI Bk:Chittenden Tr Bur 

Daily Ledg^ Balances 

904006169004851 

1 Date 

Balance 

Date Balance 

Date 

Balance | 

OG/01 

06/02 

44.114.53 

44.014.53 

06/12 43,827.53 

06/15 14,043,827.53 

06/16 

43,827.63 


Message Center 

Please see the enclosed Access Identij^r Agreement md DisclosuK brochure for important 
v^ormaUon aboitt Bank of America Telephone Banking. 

Thank you for banking with Bank of America. 


Confidential Treatment Requested 
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GreenMoaiitain.c«m Compacy 

Notes to FlDasdai Statements'— (CoBtinu^) 

(InformatiiMn at March 31» 1999 aad for the 
Him Mon&s Ended Match 31, 1998 and 1999 b Unaudited) 

The AICPA SOP No. 98-i, Saftwanfor Intemai Use^ which proviJes guidance an accounting for 
the cost of c<Hiq>utjer so&wate devdoped or obtained for internal use. SOP No. 98-1 is eff^tive for financial 
sbtemeids foe fiscal years beginning alter Oec»nber 15, 1998. The adoption of SOP No. 9&-I did not have a 
m^erial iinj^ct on GreenMountain.com*s financial statements. GteeQMMintain.com anticipates that in the 
second quarter of 1^9 it will begin capitalizing ceatain costs in accordance with SOP No. 98-1 aswei^ed with 
injects d^CTt^tfae_deyel<^iB«!t stage, indiKiing iteJweb ate development project 

(11) SubsteqocBt Emit— -Frivsde Placement Offerings 

During 1999, GTeenMountain.c(xn completed two {xivate placement c^Mings. Tlte first offering, 
completed in early January and eariy Febniaay 1999, was for $10,000,000 from a sale of 3,000,000 shares to 
QreraaMountain.com’s employees and ceitein consultants for $3.33 per share. Net jmxreeds included $4,891,750 
of cash and $5,108,250 of promissory notes from employees and certain consultants. GteenMotmtain.com 
recognized compensation expense of $2,072,300 in connection with tfte issuance of shares. The second 
otfering, completed in mid-^bruary 1999, resulted in net proceeds of $30,310,000 from a sale of 4,546,500 
^ares to investcxrs for $6.67 per share. As a result of purchases during the second oSering, Mavedclc Capital 
becajme the beneficial owner of 2,250,000 shares for an aggreg^ purchase fsice of $15.0 million. Evan Wyly, 
a Vice Cbainnas and a Directer of GreenMouiitain.com, is a Managing Partner and H. Lee S. Holi^on, a 
GreeiiMountain.com Director, is a Partner of Maverick C^tal. Is addirion. Green Funding II, L.L.C, w 
investmMtt vehicle controlled by the Wyly family, acquired directly 1 ,500,000 shares for an aggregate purchase 
price of $10.0 million. 


(12) Sabsequeari Evrat — Reorganization 

In 1999, GreenMountaiD.com mo’ged into a newly formed Delaware corporation, which (i) was the entity 
surviving the muger, succeeding to all rights, properties Bivf (ligations of (^enMountain.com; (ii) Is named 
GxeeoMountainxom Company; aiKl (iii) is taxable as a corporation. In coimection with the conversion, the 
limited UabiliDr company agreement will terminate, exeqn for cmlaut covenants that, by their terms, require 
performance after the temunation of such agreement and each member will receive three shares of 
GTeeQM<Mintain.com common stock in exchange for each of its common units in the limited liability comiany 
(subject to the payment of cash in lieu of fractional shares). Additionally, any undistributed tax losses at the 
date of reorganization will be reclassified against addidonal paid in capital. All outstanding opdons and 
warrants exMuisable for commoa units in the limited liabiUo* company will, in effect, be converted into options 
or warrants exocisable for QreMiMountain.com common stock. The common stock information in the financial 
st^ments and notes has been restated as if the commoa units were converted to common shares. 


F-n 


Permanent Subcomni ittee on Investigations 
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LOCKE LIMITED 

( In corpondediotbcldetfMBa 


RqibtemlOaien 


NJ. Cuter 

N. ruldK^sriweCbidi) 


fatfemaioMl HoMP, 

trtaeritRM4. 

I^«rMuvIM24U. 


Td: <0}SM)C30606 


Fue (0t«24}O4469 


I 


* FACSIMILE TRANSMISSIONJL? 


mfarmdioD owiamwi is Uus (vc is coafidotfial aa^ts pnvUesed This fiot is mtnndedl to he 
Oily hy the person Darned bdonw. fftheieaderoTthis&xisitolthetnleadedfccTienlorarqseseslBti 
of the inlendert recipest yoe aie berefcy notified that any review. eUssa nint fioa er copyixs id* this Isx 
prObibileil If yon have atA received dl (be or have received this fin m orer. pkue no^ fl 
sender hytelq&Qaemd return fius fin to the sender at the above^ ■' 



Page 1 (^ / 

(Total Sent) 

Date: 6lh August 1997 


Time Sent: 


Fax No: 001 

Opoator Ref INST I DISB 1064 


TO; 

UEHMAN BROTHERS INC. 

ATTENTION: CINDY MURDOCK/SUZAKNE SNAVELY 


FRC^: 

tOCKEUMTIED 



REF: 

KJ/DW/LOCK6F.1 

_i_i_ = Redacted by the Permanent 

Subcommittee on Investisations 


Can you please arrange to realise the sum of USS28.7SO.00 CTwenty eight thousand, seven hundred and. 
6f^ Uni^ States Ddlars) by die liquidation of US Dollar Treasury Bills hdd for our Accenmt with 
yoiL 


The sum realised ^uld dten be remitted to the following Account- 


Bank: 


Swift Addniss: 

Routing No: 

CHQ^and 

FEDWIRENo: 

For credit to the Account of: 
Account No: 

For foitiusr crodit to: 
Account No: 

Reference: 


Obhank N.A. 
399 Paiic Avenue 
New York 
emus 33 
0210 0008-9 



We look forward to recstving confirmation of the above transactions. However, iffooe are any 
~difficulties in comp^ing widi die request or if any delto^ are envisaged,- wiU-you please let us know as 
socm as possfole. 




CC 022567 
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RVGOSA UMITED 

(Incorporated in the Me of Man No. 40491 ) 


IHrtelon : 


Rtgimnd Offkt: 


N.J. Carter 

N. Field-CorlKn (Irish) 


C0NRRMAT10N OF FACSIMILE' 


laiematiom^ House. 
Castle HiU, 

Viaorut Road. 
Douglas. 

Isle tfMan. 

Tet(01624) 6S0600 
Fax:(l>m4) 624469 


‘ FACSIMILE TRANSMISSION ’ 


The oifonnation coataoied ia this fax is oonfideniia! and/or privileged. This fax is intended be 
read imly die poson named below. If the reader of this fax is not the intended redincnt or 
a represaioaive of the intended recipient you are hereby notified that aiQr irvicw. disseminatios 
or cqpying of this fax is prohibited. If you have not received all the pages or have received thb fax 
in error, fJease notify the sender by telephone and return this fax to the sender at the above address. 


f^ge i of (Total Sent) 
Time Sent: 


Date: 17ih February, 1999. 
Fra No: 001 

Operator Ref; IKST I DISB 


TO: 

FROM: 

REF: 


LEHMAN BROTHERS INC. 

ATTENTION: MICHELLE CRmENDEN / LOU SCHAUFELE 


IFG INTERNATIONAL UMITED 
KJ/SLD/LEHMN-F.3 


■ = Redacted by the Permanent 
_Subconmuttee_oinnvestig^i^^ 


From our above numbered account, will you please realise sufficient securities to mise the sum 
of US$2,000,000 (Two Million United States DoUbts only). The amount should then be 
transferred to the following account as soon as possible:* 


Bank: 

ABA No: 

CHIPS: 

In favour of: 
Account No: 

For crectit to: 

Sub-Account: 

Reference: 


IBJ Schroder Bank & Trust Company, New York- 

026007825 

782 


Queensgate Bank & Tnist Company Limited 
^GI^PjRjldings Limited 
By order of Rugosa Limit^ 


We look forward to receiving confirmation when the above mentioned transfer has been made. 
However, should there be any difficulty in complying with these instructions, or if additional 
infonnation is needed will you please let us know as soon as possible. It is confirmed the 
origina] of Uus communic^on is being sent to you by courier. 


lithfully. 




CONRRMATI0I« 


horised Signatory. 


Permanent Subcommittee on lovestigatiOBS 
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^mmmm = Redacted by the Permanent 
1 Subcommittee on Investigations 


GREENBRIAR LIMITED 

Incorporated in the Isle of Man, Nun^ 60403 


Directors: 

S. M. ERjIesion 



ORIGINAL TO FOLLOW BY COURIER 


Please reply to: 

PC Box 257 
Dougles 
isle of'Man 
IM992U. 

Tel: 01624 631623 
Fax: 01624 663534 


fviS Mk^elle Cnttenden 
Lehman Brothers 
2500 Texas Commerce Tower 
2200 Ross Avenue 
Dallas 

Texas 75201 
USA 




ftB \ 6 


Dear Michelle 

Please accept this as your authority and instruction to sell sufficient agencies to generate 
US$5.000, 000.00 plus enough for various charges (all charges to be borne by Grsenbriar 
Limited):- 

Amount: 

Receiving bank: 

ABA No: 

In favour of: 

Account No: 

For furttier credit to: 

Account number; 

If you have any difficulties executing this payment please contact either signatory or Louise 
Crowe on the above number. Thank you very much for your help in this matter. 


US$5,000,000 (Five million US Dollars plus sufficient funds 
to cover charges) 

IBJ Schroder Bank & Trust Company 
New York 
NY USA 

026007825 

Queensgate Bank & Trust Company Limited 



GMP Holdings Limited 



^sincerely 

ehalf of 
r Limited 



y 







[ton 

Signatory 


/-■ 'f Gardiner 

Authorised Signatory 


Author!^ 

Res'istersd Office: Unit 1300, Summeibfil Business Park. Yietoria Road, Douglas, Isle of Man, 1M2 4RW 


Permanent Subcommittee on InvestteatiODS 

EXHIBIT #66 -FN 1053 
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LITTLE WOODY LIMITED 

(Incorporated in the Isle of Man No. S7996 ) 

Dateton: 

NJ. Caner 

N. FtebLCorbett {Irish} 

CCM4F1RMAT10N OF FACSIMIIE 


haenuaional House. 
Cas^mU. 

Victoria Road, 
DougUtt, 

Isle cf Man. 

Td:0 l624} 630^ 
Fax:(0i624r6244» 


* * * FACSIMILE TRANSMISSrosr* 


Hie infonnation ooDiained in this fax is coafubmtui and/or privtl^ed. This fax is intended to be 
read only by dte poson named below. If the reader of this fax is not the intended recipknt or 
a represeniadire of Uie intended recipient you are hsefay ootifted that sbo' review^ dissminatioQ 
or coi^nns of this iax is i^ohibited. If you have not received ail d» pages or have received this fax 
in eiTor, please nmily dte sader by tdqthone and return this £sx to ^ sender at the above address. 


Page I of 
Time Sent: 

TO: 

FROM: 

REF: 


(Total Sent) 


Date: 17th February, 1999. 


Fax No: 001 

Operator Ref: (NST I DISB 


l^HMAN BROTHERS INC. 

ATTENTION: MICHELLE CRITrENDEN f LOU SCHAUFELE 


IFG INTERNATIONAL LIMITED 
KJ/SLD/L1TTLE-F.3 


- Redacted by the Permanent 
I Subcommittee on Investigations 


RE: ACCOUNT NO. 


From our above oumbered account, will you please realise sufficient securities to raise the sum 
of USS3,000,000 (Three Million United Stales Oollais only). The amount should then be 
transferred to the following account as soon as po^ible:> 


Bank: 

ABA No: 

CHIPS: 

In favour of: 
Account Ho: 

For further erniit to: 

Sub-Account; 

Reference: 


-fflJ-Schroder Bank-&-Trust-GompanyrNew-York-. 

026007825 

782 




Bank & Trust Company Limited 


loldings Limited 


of Little Woo(fy Limited 


We look forwaid to receiving confirmation when die above mentioned transfer has been madg, 
Howev^, should there be any difficulty in complying with, these instructions, or if addibona! 
information is needed will you please let us know as soon as possible. It is confirmed the 



Permanent Subcommittee on iDvestigations 
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RICHLAND LIMITED 

GseegiTOCMKd late Mot Mk S7951) 


mmmmmmm ~ Redacted by the Permanent 


j^naan: EU^xamd Office: 

HJ. Cansi SsKmuiosai He::; 

N. BeU-Cerben (Ifuit) Cuds RtO. 

Vietem ftmd. ' 

Duufbu, 

Isle of Man. 

Tri: {ei62*) ami 
Fm: (Oteso (a44«9 


* * « rACSlMILE TRANSMISSIOiV * * * 

The information comainol a this £» is coofidendal andtor prtvitegeil This foot is hKended to t»: ratii 
ooty hy die persm named bdow. If the read** of this fisc is net the totsnded lecipicnt or a repitsentacrve 
of d» incended reeipfont m hereby aotiDed that uy mviow. tfissemiiuUen or copying of dus fax is 
prahlbiied. If you have aot rRetved all the paees or have teceived this fn in errer. plese notify die 
gilder by telephone ami mum this fox M ihc sender at the above sddm. 

Page i of ^(TottlSent) Date: 10*^ June. 1999 

Time Sent: Fax Wo; 001 214^1111 

Operator Ref INSt7diSB0782 

TO; LEHMAN BROTHERS IWC. 

ATTENTION: MICHELLE CRITTEWDEW/CINOY MURDOCK 

FROM: RICHLAND LIMITED 

REF: KJ/KW/RICH I OF’ 


ACCOUNT [YUMBEH \ 


Reference Is made to our holding of US Agency Bonds maturing tomorrow 1 1 June 99. From the 
proceeds of manirity would you please retain the sum of US$2,500,000 (Two million five hundred 
thousand United States Dollars only) and reinvest the remaining sum into further US Agency bonds 
with a maturity date of between 30 days and 90 days. The choice of the further investment is left to 
your best judgemem. 

The amount retained should be forwarded to the following:' 


Bank; 


ABA Number: 

For the account of: 
Account No: 
Reference: 

Special Request; 


Bank of America N-A. 
109 Main Street. 
Dallas, 

Texas. 

1 1 1000025 
^rcerj^un^g I LLC 



,e?Morenousc Limited 

Plense contact Kelly Roark ob telepbooe no. 01214 309 3022 
Upon receipt funds. 




Dl^ptor. 

These instructfoos comprise of 2 pages and are not valid unless both pages are signed. 


Permaneat Subcommittee on Investigations 


EXHIBIT #66 - FN 1054 


1 


K- 
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‘ FACSIMILE TRANSMISSION - 


Tne informalKNn contained in this fw is confldentiaf and/t» phvilegcd. This fox is intended to be 
read only the peison nuned betow. If the reader of this fax is not the intended recj^enl or 
a rqnesoitative of the intended recipient you are bere^ notUted that any leview, dissemination 
or ct^ying of this fax is prohibited. If you have not received all the pages or have received this fax 
In error, please notify die sender by teiqihone and return this fax to the soidcr at the above address. 



Page I of (Total Sent) 


Date: 28* July, 1999. 

Fax No; 00l2Umi 
Operator Ref. INST 1 DISB 0782 


LEHMAN BROTHERS INC. 

ATTENTION: MICHELLE CRITTENDEN / CINDY MURDOCK 


RICHLAND LIMITED 


MQ/SLD/R1CHL-F.4 



Special Request: Please contact Kelly Roark on Tel. 01214 209 2022 

Upon reedpt funds. 
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Bank of America, NA, 
P.O- Box 831547 
Dallas, TX 75283-a47 


H 

Accoont BefereDce Infor marion 
Account Humbengl 
Tax ID Number f 
E 0 0 A E ■ 

Statement Period 

nvoi/no ULTough ovai/oo 


fiSEEN_EUNDING I LLC 

300 CRESCENT COURT STE 1000 
DALLAS, TX 75201-7852 


r _ ,BMactedbytbe Pcnnanent 

■-^;,,..nnTrvvestigatjgSL 

„ I " 


Customer SmT^ice: 

Bank of America, NA. 
P.O. Box 831547 
Dallas, TX 76283-1647 
1.80(M62A289 


Page 1 of 2 


Full Aaaiysis Business Checking 


Account Summary Information 


. Statement Period 01/01/00 tbrough 01/31/00 

xr u..- «> 


Nui^er of Deposits/CreditE 2 

Number of Withdrawals/Deiats 2 


Number of Enclosures 0 

Number of Days in Cycle 31 


Statement Bft ginm ng Balance 
Amount of Depoaits/Credits 
Amoimt of Withdrawals/Debits 
Statement Ending Balance 

Average Ledger Balance 
Service Charge 


43,619.78 

4,(X)1,612.08 

4,000,167.33 

46,064.63 

44,517.29 

0.00 


D^Xfsits and Oedits 




Bank 

Posted Reference 

Amount Description 

Reference 


01/10 4,000,000.00 Wire Type;Fed IN Date:000110 Tiine:O902 904001109002655 

Fed ReEOOllSS SeqK>00110002655 

.Orig:Ricbland limited Un Pmt Det:Green Funding I L 
Lc Ae-|BBMhBFBs 000549001915 Bbia . Bbk Bank 
Of Main St Sending BankiCitibank 

01/14 1,612.03 Transfer From Bmtc Of America Investment 949X01143000257 

Services, lac. W18604347 

Withdra\rals and Debits 


Checks 


Check 

Number 

Amount 

Date 

Posted 

Bank 

Reference 

1001 

167.33 

0V25 

813008130781909 



EXHIBIT #66 -FN 1054 
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Bank of America, N-A. 
P.O. Box 831547 
DaEas, TX 75m:^7 


H 

Account Referen ce Infotmatlon 
Account Number f||||||[||||||||B' 

Tax ID Number: 

E 0 0 A Enclosures 0 50 

Ststenient Period nzwsr 

OVOl/00 through 01/31/00 


■ = Redacted by the Penmnent 




— 


Page 2 of 2 

J 1 

Il Full Analysis Business Checking | 

1 — 


Withdrawals and Debits • Continued 



Otli^ Debits 






Date Customer 
Posted Reference 

Amount Description 



Bank 

Reference 

01/10 

4,000,000.00 Wire TypeiFed Out DateiOOOUO Time;1208 

Fed ItefiOOllSl Seq:000110009122 

BnfcGreen Mountain Energ Pmt DetGreen Mountain En 

Ergy Resourcefl Ufli^Bipnf BkiChittenden Tr Burl 

904001109009122 



Daily Ledger Balances 




1 Date 

Balance 

Date Balance 


Date 

Balance | 

01/01 

43,619.78 

01/14 45,2SL86 

01/25 

45,064.53 


Message Center 

Thank you for bcPTiing with Bank of America. 


il Treatment Rscwest«l 


PSI-W 0167C 
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Bank of America, N.A. 
P-Q. Box 831547 
Dallas, TX 75283-15*7 


H 


Account BefexeQce information 
Accoxuit Number ■ 

Tax ID Number: 1 
E 0 0 A E • 

Ststemant Period MOinso 

02/01/00 through 02/2a'00 


i^MHi = Redacted by the Permanent 
Subcommittee on Investigations 

-GR-E-EN-FUNDING- I tLC 

300 CRESCENT COURT STE 1000. 

DALLAS, TX 75201-7852 t 

Cnfftomer Service: 

Bank of America, NA. 

P.O. Box 831547 
Dallas, TX 75283-1547 
L800.462.6289 


Page 1 of 2 


fall Analysis Besiaess Chethii^ 


Account Summary biformation 

Statement Period 02^01/00 throng (B/29/00 Statement Begini^ Balance 

Number of Deposits/CreSts 1 Amount of De|»sit^Credits 

Number of WittidrawalB/Debits 1 Amount of WitJwJrawals/Debits 

Statement Ending Balance 

Number of Enclosures 0 Avenge Ledger Balance 

Number of Days in Cycle 29 Service Charge 


45,064.53 

5.000. 000.(» 

5.000. 000.00 
45,064.53 

45,064.00 


Deposits and Credits 


Date Customer 
Posted Befereoce 

Amount Description 

Bank 

Re&rence 

02/10 

Other Debits 

5.000.000.00 Wire Type Jed IN Date:000210 Time;1048 

Fed Re£0022^ Se(iK)00210006248 

OrimlUcbiaDd liimtod Un Pmt DetK^iuen Funding I L 

Lc 000514001557 Bbi» > Bbk 109 M 

Ain Street njoniaet Ke li Sending Bank:Citibank 

Withdrawals and Debits 

904002109006248 

Date Customer 
Posted Reference. 

Amount Description 

Bank 

Reference 

02/10 

5,000,000.00 Wire Type:Fed Out Dat8;00CI21O 'Kine:1435 

Fed R8EW1753 9eqK»02100144S6 

Bd&Green Mountain^ere Pn^ Det:Green Mountain Eu 

Brgy Besourcea LllHB nnf BkiChittenden Tr Burl 

904002109014436 



Confidential Treatment Requested 


BA PSI-M 016702 
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sZS/OT BB IB-.SS ®016!4 8*4468 


-Redacted by the Pemianmt 

Subcommittee m Invesliptin.., 


MOREHOUSE LIMITED 

tmrrwiM inrrrf in rt» Ttlt irf Mm No: SlKBi 



T«(Dlfi«}S30i00 

fwiaKMfiZMA 


^ EACSlMIl.EXRAt»9)lISSldI« 8 


TTip •** ^ ** TM« Oa i» tnffiadfd <D be 

Rad 01 ^ by. (be pensoo ocmed Mow. ITAe reader of thk £w is Bst ihe cumlrt recipient «r 
A RjocMaatrn; t"»-"4(8«< redpicu «e9 m benby ter uy iwr i ew . igpmliartaa 

ercspyeBjsttfibisteispmiiibilHl IfywteKeet feeetvetfiUltopaga or hMereecivtsd tikis fin 
ID otw, i^cDse notify die ceMler by wkpbMc eod letum ibii te to ihe loidg ex ihe *bev« nddness. 


Page 1 of CL (Toad Seat) 


Due: 21* July. 1999. 


FROM: 

REF: 


Pax No; 001 214 

OpentorRofilNSTIDI 


LEHMAN BROTHERS INC. 

ATTENTION: MICHELLE OUTTENDEN/ CINDY MURIXICK 


MOREHOUSE LIMITED 
MO/SLO/MpREH-F.4 


Reference is made to our recent request to liquidate part of our holding of US Agency Bonds. 
From the proceeds would you please transfer the sum of USS700,000 (Seven Hundred 
Thousand US Dollars only) to the following account todayt- 


Bank: 


Bank of America N A. 


ABA No: 

For the account o£ 
AccouniNo: . 
R^ereoce: 

Special Request: 


Dallas, Texas. 

IU000025 

Green Funding I LLC 


I^. Morehouse Limited 

Please contact Kelly Roark on TcL 01214 ( 
Upon rcce4>< fonds. 



rriofu comprise of nt^ poges and are valid 


pqger are signed. 


DirKTor. , 



Permanent Subcommittee on Investigations 

EXHIBIT #66 -FN 1054 


CC 023360 
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MOREHOUSE LDUniD 

OBeaipoimmiSteltteofMBa Ha: SnWt 


I = Redacted by the Permanent 
Subconunittee on Investigations 


— Ttir(OXGt«)-fi»60O~ 
Fuu roifiZat l&ca69 


* * * FACSIMILE TRANSSasSIOfr*^ 

Th« inCormiitMn conaiaol io i>wf u awfirtiraital andtar y ri viiq^Bd. Tte 6 k if owencled ta be nsu 
oaJw by pasm turned below. If Ate reader of tfoa bt 0 aet tbs iceended redpiest or > nprcseoenivi 
of '6c iatCBded redjneiu you are hereby mofied 6«t oiy re«<tew. di»5«B>jnrt en or copyins of diii Oct b 
prefaibited. If you hsva not reeeired all 6e {Ufes or have received dns fltx io cnei; ptoue aoti^ dn 
sender by teiqihDiic asd return 61s £k ID the sender a 6e above addrea. 


Page 1 of ■^{Total Sent) 


Obk; lO^lune. 1999 


Opennr Ref IN^ 


LEHMAN BROTHERS INC. 

ATTENTION: MICHELLE CRITTENDEN^INDy MURDOCK 


MOREHOUSE LIMITED 


KJ/KW/MORE10F.2 


Reference U made to our holding of US Agency Bonds maturing tomotrow I ] June 99. From the 
proceeds of maturity would you please retain the sum of.USS2J00.000 (T^ miMton five hundred 
thousand .United Dollars only) and reinvest ihe remaining sum tmo funher U$ A gency bonds 
with a maturity date of benveen 30 days and 90 day's. The choice of tte funher investmoru is left to 
y^ur ben judgement ^ ^ — 

The amount retained should be forwarded to the following:- 

Bank: Bank of .America NA. 

1 09 Main Street. 

Dallas. 

Texas. 

aba Number 111000025 

For die accoum of: Green Funding I LLC 

Account No: 

Reference: By order of Morehouse Limited 

Special Request; Please contact Kelly Roark on telepbone no. 01214 209 2022 
XJp'on'receipt funds. • . 



N. FTcifUorbetL 
DiteUor. 


l^ese iostmcttotis comprise of 2 pages and are aoC valid unless both pages are signed. 


zoo/ioow sHasioaa nvhb 3T -»i 


Permanent Subcommittee on Investigations 

exhibit #66 - FN 1054 


nSTOG TC:8t 66. 80/0T g*g 
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MOREHOUSE LIMITED 

{IflcorporuEdmte&cieofMsn No: S7930) 


NJ. Cuter 
N. Goddanl 


ORIGINAL 


bsmsiOBU House. 

ODycHiS. 

VidsrfatRoad. 

DoBste. 

^ofMas. 


Tel: (0i624> 630600 
pBx.flH62ft^4460 


FACSIMILE TRANSMISSION ’ 


The infonnation contained in this fax is conridoitial and/« privileged. This fax is imended to be 
read only by the person named below. If the reader of ibis fax is not tfre intended reetpient or 
a rei^eseiuaiive of the intended rcc^ient you are hereby notified that any review, dissemmahoo 
or oipying of this fajt is prolubited. If you have not received all the pages or have received diis fax 
in error, please notify the settler by tdeji^ume and renim this fax lo the sender at the above address. 


Page I of '^(Total S«Bt) 


Date: 9* August, 1999. 


Time Sent: 


FROM: 


REF: 


LEHMAN BROTHERS INC. 


MOREHOUSE UMITEO 


MQ/SLD/MOREH-F.l 


FaxNo: 001 214^11^^ 
Operator Ref; INST I DISB 0829 

4/CINDY MURDOCK 


RE: ACCOUNT NO. 837.20088-1 6 


■ = Redacted by the Permanent 
Subcommittee on Investigations 


Please take this fax as your instruction to liquidate part of our holding of US Agency Bonds to 
realise the sum of US$1,400,000 (One Million, Four Hundred Thousand US Dollars only) and 
-transfer-such-sunUrMhe-foIlowing-account-for-valuenl^ August 1999:- 


Bank: Bank of America NA. 

i 109-Main.Street, 

Dallas, Texas. 

ABANo: 111000025 


For the account of: 
Account No: 
Reference: 


Green Funding I LLC 



Re. Morehouse Limited 


Special Request; 


Please contact Kelly Roark on Tel. 0121 
Upon receipt funds. 



These instruclions comprise of two pages and are not valid 


N. 



olh pages are signed. 


DirejLrJ Cne^r ftcui Cytoett^ 


D.A'. Harris, 
Authorised Signatory. 


Permanent Snbcommlttee nn Investlpatinnt 

EXHIBIT #66 -FN 1054 


CC 023465 
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Bankof America 

Bank of America, N.A. 

P.O. Box 25118 
Tampa. FL 33622-5118 



Toll Free l,8a83USINESS{US8.287.4637) 
www.bankofamerica.cam 




0X899 88X SCM999 12 0 

GRSEN~-FUI4D-IN€ - 1- L tC— 

300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 



Our free Online Banking.setvice idlows you to check account balances, 
transfer fniids, pay bills and more. Enroll at www.bwkofkm^ica.ccan. 



Account Summary Information 


Statement Period 06/01/03 through 06/30/03 Statement Beginning Balance 123,922.97 

Number of Deposits/Credits 2 Amount of Deposits/Credits 6,260,000.00 

Number of Withdrawals/Debits 6 Amount of Withdrawals/Dsbita 6,246,584.71 

Statement Ending Balance 137,338.26 

Number, of Enclosures 0 Average Ledger Balance 362,231.33 

Number of Days in Cycle 30 Service Charge 0.00 


Deposits and Credits 



2,489,000.00 06/11 813009130302258 1023 280.00 06/17 813106030081558 

1022 77,665,03 06/09 813009430141014 


Permanent Subconmiittec on InvesHyatinn*! 

EXHIBIT #66 -FN] 054 


ConfiiSential rreatinent Requested 


BA PSI-R 01674 
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MOBERLY LIMITED 

(tncorporaed in the IsU ef Man No. 774SS) 


BJ. Caner * 

M CedOaM ^rish} 


*** FACSIMILE TRANSMISSION * • * 


Rttistend Offict: 

Intmodoatd Bouz.. 
Casile mil. 

Vlaorio fioaa. 
Douglas, 
isle qf Man. 

Tel: (OJS24J 6269S. 
Fax:f0]624) 624461 


The informsiien eoneesKNi is ibis £r is confiderna) mi/at ^Mirgoi. This fta u jp trt HiHI is be 
resit Only by the persoo oaned below. If tbemder of this is oei the intended reeijnetR or 

e rctnesusuaive of ibe intended recipient you ue hereby notified that any review, dlssemhiatien 
ar cepying of this ftn is prohibited. If you have not ree ci y ed all the pass ot have received this fn 
in enor. pleese netii^ the smder by lelepbeiie and nsomi tbls fix to the sender it the above 


Page I of (Total Sent} 
Time Sene 


Dare: B** Mardt. 2000. 


PnNo: 0012!d^HMB . 
OperrorRstlNSTIDISB 1173 Kp 


TO: LEHMAN BROTHERS INC,. DALLAS 

ATTENTlGfN; MICHELLE CRITTENDEN f LOU SCHAtIFELE 

FROM: MOBERLY UMITED 


£EL; KJ/SLD/MOBER>F^ 


REl ACCOUNT NO; 



! * = Redacted by the Permanent 

Subcommittee on Investigations 


By debit to our account, udlismg cash presently available and also as appropriate &om t? 
realisaiion of US Agency Bonds held, will you please effect the following transfer for value r 
later than 9* March 2000:- 


Amount; 

Bank; 

ABaNo: 

For the Account of 
Account No: 
SpedalRttjt^ 

Reference; 


USS6,500,000 (See b^Uioo. Five Hundred Thousand US Dollars only) 

Bank of America 

109 Main Street, Dallas, Texas. 

111Q000Z5 
Green Funding I LLC 


Please contact Kelly Roark - Tel No: 2 1 42092022 
upon receipt of fimds 
By order of Moberly Limited 


We look forward to receiving confinnation of the transactions. However, if there are ar: 
difficulties in complying witii these instructions will you please contact Mr. K.A. Jones at t!- 
above uslephone/^ number as soon as possible. 


It is confirmed the origmal of these instructions is being forwarded to you by courier. 
Ypw faithfully, /// ^ 

If I ^ 


Permanent Subcommittee on Investigations 


EXHIBIT #66 - FN 1054 



SiomaTnrv 


CC 023670 
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— — 

Bank of America, N.A. 

P.O. Box 83X547 

IJallas. TX 75283-1647 

Account Beference lafonuatton 

Account Number: 

Tax ID Number 

E 0 0 A Enclosures 0 W 

Statement Petind ozsnsst 

M/01/00 through 0-y3(y00 


— GR¥EN“FtmfmtG-I't1:C 

— = Redacted by the Permanent 1 

SHbeotnmiJtee on Investigations .J 


500 CRESCENT COURT STE 1000 
DALLAS, TX 75201-7852 

Customs S^vice: 

Bank of America, NA. 

P.O. Box 831547 
DaDas, TX 75283-1547 
1.800.462.6^ 

Page 1 of 2 


Full Analysis Busieess Checkiag 


Account Summary Informatioo 


Statement Period 04/01/00 through 04/30/00 


Number of Deporits/Credite 1 

Number of Withdrawals/Debits 2 


Number of Enclosures 0 

Number of Days in Cycle 30 


Statement Beginning Balance 45, (^.53 

Amount of Deposits/Credits 7,000,000.00 

Amount of Withdrawala/Debits 7,000,KK).00 

^tement F.Tidfng Balance 44,264.53 

Averse Ledger Balance 978,290.66 

Service Charge 0.00 


Deposits and Oedhs 


Date Customer 


Bank 

Posted Reference 

Amount Description 

Reference 


04/06 7,000,000.00 Wire TypeJ'ed IN DateK)00406 Tiine:1116 904004069007125 

Fed Re£to64 Seq:000406007126 

Orie;MqberisAiButed Unk Pmt Det:Green Funding 1 L 
U 000578000762 Obi= b 0 Moberly 

Limited Bbis, • Bbk Bank 0 SmidiDg Bank;Citibank 

Withdrawals and Debits 


Checks 


Check 

Number 

Amount 

Date 

Posted 

Bank 

Reference 

1003 

800.00 

04/27 

813009130204607 


Permanent Subconunittcc oe Investigations 

EXfflBIT#66-FN1054 


0161 
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Kreeion : 

K.G. Harding 
N. Goddard (Irish) 


MOBERLY LIMITED 

(Incorporaied in the Me of Man No. 77466) 


Reeutered Office : 

liaemational House, 
Castle Hilt, 

VkSorio Road, 
Douglas. 

Isle Man. 

Tel: (01624) 630600 
Fax:(0I624) 624469 


’ FACSIMILE TRANSMISSION * * * 


|The infonnalion conUioed in this fax is confldentiid an^or privileged, this fax is intended to be read 
only by the person named below. If the reader of this fax is not the intended rqMient or a repiesentalive 
'of the intended recipient you an hereby notified that any review, dissfemiag ro ^ copyutg of this fax is 
prt^ibited. If have not received all the pages or have received error, please notify the 

[sender by telephcme and return this fax to the sender at the above, ~ ^ ' 


Page I of (Total Sent) 
Time Sent: 


15* June, 2000. 

Fax No: 001 2i4HHI 
Operator Ref; INST I DISB 1 173 


LEHMAN Brothers inc., Dallas 

ATTENTION; MICHELE CRiTTENDEN / LOU SCHAUFELE 


FROM: KEN JONES 

REF: KJ/SLD/MOBERLY-F.3 


REt ACCOUNT NO: 


= Redacted by the Permanent 
Subcommittee on Investigations 


By debit of our account, utilising cash presently available and also as appropriate from the 
realisation of US Agency Bonds held, will you please effect the following transfer for value 
today:- 


Amount: 

Bank: 


ABA No: 


US 5 14,000,000 (Fouite«i Million US Dollan only) 
Bank of America NjV. 

109 Main Street, Dallas, Texas. 

111000025 

For the account of: Green Fundin g 1 LLC 
Account No: 

Special Request: Please contact Kelly Roark - Tel No; 2l4 

Reference: 


upon receipt of funds %)iS& 

By order of Moberly 


We look forward to receiving confirmation 
difficulties in complying with these instr 
above telephone/fax number as soon as^ 



sactions. However, if there are any 
;! you please contact Mr. K.A. Jones at the_. 


V\\\r. 


It is confirmed thepriginal of these instructions is being forwarded to you by courier. 
Yours faithfully. 




I Permanent Subcommittee on InvestigatioDS 

EXHIBIT #66 -FN 1054 


ams. 


CC 023630 
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Bankof America 


Bank of America, NA.. 
P.O. Box 25118 
Tampa, FL 33622-5118 




Toll Free 1.888JUSINESS(1.888587.4637) 
www.bankofamerica.com 


Page 1 of 2 

■ Acconnt Number;- VHIIHIHIv 

E 0 . 0 A Enclosures 0 50 

Statranent Period 

10/01/02 through 10/31/02 0324944 


II., .1.1,1.., I, III iii,.,ii„i,.i.l,..l,i.i.i.ii...i..i.i 


01*99 001 SCN999 0 


-GREEN FUWIHN&-I--LU1-.-- - 

-■= Redacted by the Permanent 


3Q0 CRESCENT CT STE 1000 

DALLAS TX 75201-7852 

Subcommittee on Investigations 



Our free Online Banking Mrvice allows you to check account balances, 
t ' transfer funds, pay bills tf>d more. EitroUatwww.bankofatiierica.com.' 



Account Summary Information 


Statement Period 10/01/02 through 10/31/02 

Number of Deposits/Credits 1 

Statement Beginning Balance 
Amount of Deposits/Credits 

22,876.43 

167,000.00 

Niunber of Withdrawals/Debits 

3 

Amount of Withdrawals/Debits 
Statement Ending Balance 

165,115.12 

24,760.31 

Number of Enclosures 

0 

- Average Ledger Balance 

40,4^.21 

Number of Days in Cycle 

31 

Service Charge- 

30.82 


Oeposits and Credits 



10/07 167,000.00 Wire Type:Wire IN Date: 100702 TinieH}640 Ct 903710070006800 

7^11:021007006800 PdreffSe<tS0722802551401/001047 

OrigiMoherly l imite d Snd cktCitibank Na IDK}210000 

69 Pmt Det;i|HIH|HBMoberly -■ Bank Of America 
Dallas 

Withdra'wals and Debits 


Cheeks 



1017 164,887.28 10/10 813009130534595 1018 197.02 10/21 813008230785776 


Other Debits 



10/22 30.82 Sept 02 Acct Analysts Charge 940310220000001 


Permapent Subcommittee oa InvesHeations 

EXmBIT#66-FN1054 


il Treataae n t Becruested 
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Bankof America 


Bank of America, 
P.O. Bax 25318 
Tampa. FL 33622-5118 


Toll Free 1.888.BUSE«ESS(i.888.2S7.4637) 
vraiw.banfcofamericaxCTn 


HH 

Page 1 ot 2 ' 

Account NumbertflHilllllHHI 
E 0 0 A Enclosures 0 59 

Stat«nent Period 

02/01/03 through 02/28/03 - 0310316 


0SI99 asi SCH999 1123 t 

'^sRFe>mrKDiNG- r-ccc 

500 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 



Our free Online Banking service allows yon to djeck -account b^anc^ 
' transfer' funds, pay bills and mora. Enroll e£ ww.EanLofBmaricacoih. 



Account Summaiy Information 


Statement Period 02/01/03 through 02/2^03 


Number of Depoaite/Credits 3 

Number of Withdrawals/Debits 4 

Number of Enclostires 0 

Number of Days in Cycle 28 


Statement Begiiming Balance 
Amount of Daposits/Credits 
Amount of Withdrawals/Debits 
Statement Ending Balance 


19,661.99 

9.160,000.00 

5,522,419.95 

3,657,242.04 


Average Ledger Balance 3,472,618.40 

Service Charge 27.04 


Deports and Cre«lits 






4422 


Bank of America 




Bank of America, N.A. 

P.O. Box 25118 
Twnpa. FL 33622-5118 

Toll Ftee 1.888.BUSINESS(im287.«S7) 
www.bankoraiuerica.com 


Page 1 of 2 
Account Nianber; 

BO 0 A Bnelosara? 
Statement Period 
OS/Oi/OS through 05/31/03 



62099 001 SCH999 X 3 

GREEN FUNDING“T“LLC “ 

300 CRESCENT CT STE 1000 
DALLAS TX 73201-7852 


J^edacted by the Permanent 
Subcommittee on Investigations 


Our free Online Banking service alkws you to check account balances, 
transfer funds, pay oills and' more. Enroll at www.bankofameties.com. 



Account Summary Information 


Statement Period 05/01/03 through 05/31/03 


NuiiAer of Deposits/Credits 3 

Number of Withdrawais/Debits 1 


Number of Bncloetu-es 0 

Number of Days in Cycle 31 


Statement Beginning Balance 
Amount of Deposits/Credits 
Amount of Withdrawais/Debits 
Statement Ending Balance 

Average Ledger Balance 
Service Charge 


3,657,142.04 

126,780.93 

3,660,000.00 

123,922.97 

1,444,546.01 , 

0.00 


Deposits and Credits 



05/07 16,780.93 Bk Of America TX:DeB=intere«t ;ID» 91000047728778 902531272100289 

E£f Date: 030o07;Indn:Interest TVansfer 

OS/08 10,000.00 Funds Transfer Credit 945006091450014 

Fdes Ntx 0001145 NbUw89 

06/29 100,000.00 Wire TyrotWire IN Date: 052903 Time:0951 Ct 903705290019224 

Trn:030S^ld224 PdrefySeq:S07314989032Ql/00 2Q50 

Qrig:Mober lY Lamited Sn d 6k:Citibank Na 

H^Pmt DetiBH[^[|pMoberIy • 901 Main Street 

Withdrawals and Debits 


0,000,00 Wire TyperWire Out Date:051303 Tmie;1204 Ct 
Trn:030513027774 Pdrefi'Seq:030513027774/001173 
Bnf:Green Mountain Elnergy Comp 10:1586633017 
Bnf BkiB ank One.N.A.17 l7 Main XI|||M||||^ 


903705130027774 


Permanent Subcommittee op Investigations 

EXHIBIT #66 -FN 1054 




Confidential Treatment Requested 


BA PSI-l 
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Bankof America 

Bank of America. N.A. 

P.O. Box 25118 
Tampa, PL 33622-5118 



TbU Free lJ88^USINESS{1.88fi.287.4637) 
www.bankofamerica.ccsn 




61099 801 SCN999 12 0 

-GS^Eth 

30Q CRESCENT CT STE 1000 
DALLAS TX 75201-7852 



Our free Onijue Baiikiss service allows you to check account bdances, 
transfer fon'ds, pay bills and more. Enroll at www.b^kofamerica.coin. 



Accomit Summary Information 


Statement Period 06/01/03 through 06/30/03 Statement Beginning Balance 123,922.97 

of Deposits/Credits 2 Amount of Deposits/Credits 6,260,000.00 

NiuiAer of With^awals/Debits 6 Amount of Withdrawals/Debits 6,246,584.71 

Statement Ending Balance 137,338.26 

Number, of Enclosures 0 Average Ledger Balance 862,231.33 

Number of Days in Cycle 30 Service Charge 0.00 


Deposits and Credits 
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NOU 21 ^02 34:32 FR BfiNC OF «^1CR R 
21. NOV. 2^2 10:22 


214^32^ TO *CCPY OF JOB 196 P. 01^01 
NO. 642 P.1/1 


DEVOTION LIMITED 


tmmmmam - Redacted by the Permanent 
_______^^^Sub^nTOitteeOTTjnvestigati^^ 


Registered in the lsk<^}iiian No. 74373 


Diftaon: 

CCPlanen 

MHSyne 

-Tt^WaBU 


21« NovemlMr 2002 

By fu: & mail! 00 1 214||[||||| 

Michele Critt«id«i 

Fianr of America S^uiities LLC 

2001 Ross Avenue 

Suite 3100 

Dallas 

TX 75201 

USA 


Sti^suredC^a 

Pngtea Chambers 
Pto^eaMUl 
Dfttglas 
IsketfMtu 
rniJET 
&i6s/ilsles 

fti t ph e n er*4*-(t^3624-62656J^ 

Faeanaei *44 m 1634 SSdSSO 


Dear Michele 

BE, DEVOTION LIMITED -ACCOUITT ’f^l31BER0im|||[|| ISL 

Please accept this letter as your auriiori^ aiid instruction te malce the followup wire 
transfer; 


Amount: 


ABA No: 

Account Name: 
Account Number; 
Reference: 

Value Date: 


US$1,464,000.00 {<me rngiinn foUT hundred and sis^’-fbur 
thousand US DoQ^) 

Bank of America NA 

901 Main Street. Dallas, Texas 75202, USA 
214 209-2022 (K(% Roark) 

111000 025 

GREEN FUNDING 1, LLC 


Green Mountam $4M drawdown (Devotion Ltd) 


21** November 2002 



Director Director 



NOU 21 ^2 04:31 
NOU 21 2302 04:30 




Pf5GE.81 
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Rena Alexander 

12/05/2002 01:24 PM 


To: Keeiey Hsnnington/htst 
cc: 

cc; Rena Aiexand«' 
Subject: Re: Green Funding I 


I'm sure 1 do. 


Kealey Hennington 


= Redacted by the Permanent 

Subcommittee on Investigations 


Keeiey Hennington To: Rena Atexa rwlef 

12/05/2002 12:28 PM . , 

Subject: Green Funding ( 


This should be sent tomorrow to GM with the same wire insmjctions as the 1 ,460,000 GF1 sent in 
November. Do you still have dtat? 


The preceding e-mail message {including any attachments) contains Information that may be 
confidential, or constitute non-public information. It Is intended to be conveyed only to the 
designated recipientls). If you ere not an intended recipient of this message, please notify the 
sender by replying to this message and then delete it from your system. Use, dissemination, 
distribution, or reproduction of this message by unintended recipients is not authorized and may be 
unlawful. 


- Forwarded by Keeiey HenningtOT/htst on 1 2/05/02 1 2:33 PM — 



To: “Khennington (E-mail)" 
(E-mail)" 

cc: Michelle Bouchi 
SubjecT: Green Funding I 




Devotion confinced that $2,200,000 was being wired to GFI today, 
let TOe kTiOW if you haven’t received the funds by tomorrow. 


Kind regards, 

Margot Maclnnis 
Compliance Manager 
Irish Trust Company 
P.O. Box 10658 APO 
5th Floor Harbour Place 
George Tow n, Grand C ayman 

(345) 


Please 


This email communication is intended as a private communication for the sole 
use of the primary addressee and those individuals listed for copies in the 
original message. The information contained in this email is private and 
confidential and if you are not an intended recipient you are hereby 
notified that copying, forwarding or other dissemination or distribution of 
this communication by any means is prohibited. If you are not specifically 


Permanent Subcommittee on Investfgatlops 

EXHIBIT #66 -FN 1054 


CONFIDENTIAL 
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oe 00 16:15 F»I 01621 e2446» 


(inwrponOed in Isle of Men No: S7^i06) 


K.G. Harding 
N. Goddard QriOi) 

- J. Mr-Wattersen 


* * * U R G ENT*** 


Ref: KH/SLD/QUAYLE-L3 

15* June, 2000. 

Lehman Brothers Inc. 

Texas CoBUDOce Tower, 
Suite 2500, 

2200 Ross Avenue, 

Dallas, 

Texas 75201, . 

United States of America. 


kegfstmd Office: . 

biiemational Bouse, 
CasdeBin 

'^^doriaF '^ 

Douglas, 

Isle (tfMan. 

Tei: 102624) 630600 
^Tacipt624Jr624469 


• = Redacted by the Permanent 
Subcommittee on Investigations 



Please attend to the following Telegraphic Transfer ftg vahie Friday 16 Jnne 2000:- 


Payee: 

ABA No: 

For credit of aoepun t : 
Account No: . 

By order: 

' Rcfereace: 


USS2,499,909.S4 (Two MUUcn, Four Hnmlml xad Kinen' Kioe 
Thousvid. l^aiicd ui) Nmetjr Ki&6 US ODOan ud Four C«nU) 

Chittendea Bank 
0U60O062 


Quayle Limited 
OreenMountaiD Funding 


It is Operative that fonds are transferred as eariy as pos^Ie rathe morning of 16 June. . 

Please etasure that &x confimulioa is forwarded to our ofSca mariced for die attention of 
Kattiy Harding as soon as (ueds have been transfecred. 

thank yod for your assistance. 


Yours faittt&Uy, 


J.M. Warterson, 

Director - Authorised W aiaiatory. 





"B" Signaliay. 


Permanept SubcomnUttec on Investlgattoas 
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NXCSffter 

N.GoddsidOri!^) 


EAST CARROLL LIMITED 

(inoiipoiittd b) die Ide of Mfta No; 579^ 


l^^ered CRBie: 


CasdeHai. 

VkaomRoad. 


Tel: (01624)530600 
Fax: (01624) 624469 



The following replaces the instruclions sent earlier. 

We confStm that arrangements have been made for the following amounts to be credited to the 

Company's holding in cash today:- - ■ - 

Rcd&ctod by the Ponnsnent 

West Carroll Limited USSl.OOO.OOO s„h™mmittee on Investigations 

East Batcm Rouge Limited US$ 600,000 ' ^ 

Moberly Limited US$2,000,000 

Subgect to receipt of the amounts, please take this letter as your instruction to realise fiom our 
account the sum of US$400,000 and then transfer the following sums for value 20“' October 
1999:- 

1. Amount: US$2,430,323.00 

(Two Million* Four Hundred and *ntuty Thousanc^ 

Tlvee Hundred and Twenty Hiree US Doilss) 


Bank: Bank of America N. A. 

109 Main Street, Dallas, 

Texa3,U.Sj\. 

TTtese instructions comprise of two pages tmdart;iff£^}a)jrUess,l£Az^l&s are sigped 

N. ^ ® A. Harris, 

DkecKJLX Authorised 


Permanent Subcommittee on Investigations 

EXHIBIT #66 -FN 1055 
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- 2 - 

= Redacted by the Permanent 
Subcommittee on Investigations 


ABA No: 

111000025 

For the account of: 
Account No: 

Green Funding I LLC 

Special Request: 

Kelly Roark 

-Tel: OI2i4^P||^[[|^tpon receipt of funds 

Amount: 

US$I,569,677.00 

(One Million, Five Hundred and Sixty Nine Thousand 
Six Hundred end Seventy Seven US Doltais) 

Bank: 

Chittenden Bank 

Routing No: 

Account No: 


Gcanpany-Nam«- 

-GmenMountain,ConvCoinpany- 


It is required that the amount be received in the account of the beneficiary as soon ds possible. 

We look forward to receiving confirmation when the transfer has been made as requested. 
However, if you need any further particulars or have any other requirements in this matter will 
you please contact us at the above telephone number immediately. 

We confirm that the original of this instruction will be sent to you by courier. 


Yours faithfully. 




Confidential Treatment Requested 


CC 020)03 



Green Funding 1, LLC 
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= Redacted by the Permanent 
QnHrnTnmittee on Investigations^ 


Evan Wyly 

02/23/2000 12-14 PM 


To; Michsil e Boucher 
cc- davidhlMI^, Shari RobertsonI 
Subject; FW: Green Mountain Cseh Flow 


Michelle, attached are the Green Mountain cash flow projecUwis that you requested 


FO’-vyardod by Evan Wyly/Mas-t-rKK on 02<'203^ 02 09 FM — 



02/22/00 11:36 AM 


To: evanwyly 
cc 

Subjed- FW:GMTN Cash Flow Need 


Evan, 

Here are our cash flow needs you requested. 


ID ' Cash Flow Projections for 2nd Quarter 2000 2-21 -2000.xls 


Permaoent Subcommittee on Investigations 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To; 

Subject: 


Keeley Bennington 
Tuesday, July 03, 20 01 10:29 A M 
"Michelle Boucher" 

Re; Green Mountain 


Should I scold you too for answering e-mail to fast. How are you doing? Did the C- 
section go olcay. I know the recovery is not the best, but it does not last that long. 



Keeley 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It Is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
07/03/01 09 :56 


To: <Keeley_Kenningtor.%ij 
cc : 

Subject: Re: Green Mountain 


assuming it will come from offshore, we should be okay with this to make the 2001 
payment. I think that towards the end of this year, we are going to need to take a look 
at possibly liquidating some Maverick or other holdings to raise some funds. (But lot's 
can happen between now and then!) 

Evan - assuming this is a stock deal, do you have any information on what the price may 
be, or who the other participants are? Is t.here anything I should/could be letting the 
trustees know at this point? 

Michel le 



mboucherl 

Date: Thursday, June 28, 2001 11:10 AM 
Sub]ect: Green Mountain 


I Confidential 
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Green Mountain will be doing another round of financing of $95 million 
split into two equal tranches. One on Sept. 30, 2001 and the second on 
June 30, 2C02. Sam is considering a $5 rallllon Investment ($2.5 
million on each of these two dates) . How do his sources of cash look? 


Confidential 
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= Redacted by the Permanent 
Subcommittee on lnvestigations_ 


FAX TRANSMITTAL 


To: 

David Harris 

from: 

Shari Robertson 


Ken Jones 


Mike French 

Company: 

Aundyr Trust Company Ltd. 

Phone: 

TTCSSflTTOSiF 

Phone: 


I^x: 

214 8804052 

Fax: 

01144 4BHIIIV 

Date: 

November 19, 1998 

Number of pages: 1 

Time: 

9:31AM 


Re; Green Mouncain/GMP 

Attached is a schedule showing the anticipated ftinding for the prior approved GMP Holdings investment. I will be 
out next week, final confinnation of the amounts and dates will be coming ftora either Michelle Boucha or Evan 
Wyly. If you need further confirmation of my approval, leave me a voice mail and I will call. The cash call in total 
is $10,000,000. (The protectors are recommending leaving the $10,000,000 loan to Security Capital outstanding at 
diis time, more on that lat».) At this time, I do not know whether Maverick is going to invest in this round. If 
Maverick does invest the % of GMP’s Cash call is 66.71328%, if not the % is 86.71328%. I have attached 
sciiedules outlining these two cash calls. 

The protectors' recommendafion is to fund GMP’s % as follows: 

Roaring Fork $750,000 

Dortmund $302,080, 

Locke $5,135,920. 

East Carroll 483,328. 

And if Maverick Is out 

Tensas $1,000,000. 

W. Can-oil $1,000,000. 

Michelle will provide you with wiring instructions. It is ray understanding that good funds are needed at Green 
Mountain Energy on 1 1/30/98. I think yee shcwld plan to have cash ready to wire to GMP Holdings on 
Thesday/Wednesday of next week. I am in the office today and tomorrow if you have questions. 


300 Crescent Court > Suite 1000 • Dallas, TX -^201 • 214/BB0-410Q . Fax 214/880-4104 


Pennanent Subcommittee on lavcstigations 

EXfflBIT#66-FN1062 
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From: 

Michelle Boucher 

Sent: 

Monday, March 6, 2000 1:47 PM 

To: 

Ken Jones (E-mail) <flHIHii 

Cc: 

Shari Robertson 

Subject: 

Greenmountain 


HBHMM ~ Redacted by the Pennanent 
Subcommittee on Investigations 


As per the recent cash flow projections, the protectors recommend that you 
make arrangements for the $6.5M funding for March to be paid over to Green 
fnindiTTgiTtTTOirearliesPconvenieneer 

I suggest that you make arrangements to utilize funds on hand at Moberly 
Limited with Bank of Bermuda, as well as those that were realized on the 
recent SSW swap reset. Money will need to move to Green Funding 1 no later 
than March 9th. 

We are arranging for the documentation to be prepared and executed and will 
forward the same to you once received. 

If you have any questions, please call 


Permanent Subcommittee ou Investigations 
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= the Permanent 

g.,he nmmittee on Investigation 

— 



Michelle Boucher 



To. 1<athy Harding (E-rnaiO‘flMBIIMVIP< “Ken Jones (E-mail)* 
T rancis Webb (E-mail)* 

cc: Shari Robertsor| 

Subject; FW: GMP HokJir^, Ltd 


Sorry everyone - I forgot to attach the file! 


Original Message 

From: Michelle Boucher IjHBHHHIHHIHHiiB 
Sent: Friday, March 17, 2000 10:53 AM 

To: Ken Jones (E-roall); Kathy Harding (E-mail); Francis Webb (E-mail) 

Cc: Shari Robertson (E-mail) 

Subject: GMP Holdings, Ltd 

GMP Holdings, Ltd has a need for approximately $15,000 to pay current 
expenses due for prior years' directors fees, and current annual return/ 
legal fees. 

I have attached a spreadsheet which allocates this ^5,000 across the 
various equity shareholders of Greenmountain.com, as this appears to be the 
'fairest' way to fund the expenses of GMP Holdings, Ltd. 

Provided that the trustees for these entities agree. Kindly arrange for 
payment to GMP Holdings, Ltd to the following wire instructions. 

IBJ Whitehall Banlc & Trust Company 
New York, NY USA 
ABA# 026 007 825 
CHIPS # 782 

In Favor ofjQueensgate Ban)c & Trust Company Ltd 
Account : 

Further credit to; GMP Holdings, Ltd 
Sub account: 1991 

Thanks 

Michelle Boucher 


-gmpcashcali.xls 


Permanent Subcommit^ oa Investigattoos 
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GSEEfs MOUNTAIN ENERGY COMPANY 

Financial Statemants 
As of December 31 , 2001 
Together With Auditors' Report 


Permanent SiibcommittM on Investigations 

EXfflBIT #66 -FN 1064 
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ANDEREEH 


REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the Shareholders of 

Green Mountain Energy Company: 

We have audited the accompanying balance sheets of Green Mountain Energy Company (a Delaware 
corporation) as of December 3 1 , 2000 and 200 1 . and the related statements of operations, shareholders’ deficit 
and cash flows for each of the three years in the period ended December 31, 2001. These financial statements 
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in ail material respects, the financial 
position of Green Mountain Energy Company as ofDccember 31, 2000 and 2001, and the results of its 
operations and its cash flows for each of the three years in the period ended December 31,2001, in conformity 
with accounting principles generally accepted in the United States. 

The accompanying financial statements have been prepared assuming that the Company will continue as a going 
concern. As discussed in Note 2 to the financial statements, the Company has suffered recurring losses from 
opvj-ihortS and ij«t le»i*«s, it has nol generated positive cash flows from Cfpcrations since us inception. In 
addition, the Company is dependent on us ability to obtain additional equity and/or debt financing. These 
matters raise substantial doubt about the Company’s ability to continue as a going concern. Management’s plans 
m regard to these matters are also described in Note 2. The accompanying financial statements do not include 
any adjustments that might result from the outcome of this uncertainty. 


LLP 

Austin. Texas 
April 12,2002 
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GREEN MOUNTAIN E?^RGY COMPANY 


BALANCE SHEETS 


(In Thousands, Except Share and Per Share Amounts) 


December 31 



2000 

2001 

ASSETS 



CURRENT ASSETS: 



Cash and cash equivalents 

$ 21,859 

$ 10,512 

Restricted cash 

5,575 

15,032 

Short-term investments 

6,987 

5,956 

Accounte receivable, net 

20.090 

25,649 

Prepaid expenses and otfier current assets 

1.000 

549 

Total current assets 

55,511 

57,698 

PROPERTY AND EQUIPMENT, net 

2,166 

2,756 

OTHER ASSETS, net 

25? 

269 

Total assets 

$ 57.929 

$ S0.723 

LIABILITIES AND SHAREHOLDERS' DEFICIT 


CURRENT LIABILITIES: 



Accounts payable 

$ 4,226 

$ 1,889 

Accrued expenses 

13.441 

29.891 

Total current liabilities 

17,667 

31,780 

LONG-TERM DEBT, related party, including accrued interest 

47.454 

50.352 

Total liabilities 

65,121 

82,132 

COMMITMENTS AND CONTINGENCIES (Note 7) 

SHAREHOLDERS' DEFICIT; 



Convertible preferred stock, all series at $0.01 par value; total of 



50,000,000 shares authorlzed- 



Series A, 10,843,372 shares issued and outstanding, 



liquidation preference of $35,999,995 

108 

108 

Series B, none and 1 1 ,296,659 shares issued ar^ outstandir>g, 
liquidation preference of $• and $57,499,994, respectively 

Series E. 4,216,867 shares issued and outstanding, 

- 

113 

liquidation preference of $14,506,022 

Series F, 3,719,176 shares issued and outstanding, 

42 

42 

liquidation preference of $13,946,910 

Series G, none and 589,391 shares issued and outstanding, 

37 

37 

liquidation preference of $- and $3,000,000, respectively 

- 

6 

Common stcx:k, $0.01 par value; 150,000,000 shares authorized, 



25,069,441 shares and 25,475,364 shares issued and 
outstarKjing, respectively 

251 

255 

Additional paid-in caoital 

164,682 

225,079 

Notes receivable from shareholders 

(2,268) 

(2,233) 

Deferred compensation and consideration 

(1,864) 

(487) 

Accumulated deficit 

1168.180) 

1244.329) 

Total shareholda’s' deficit 

(7.1921 

f?1 .409) 

Total liabilities and shareholders' deficit 

S 57.929 

$ 60.723 


The accompanying notes are an integral part of these financiai statements. 
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GREEN MOUNTAIN ENERGY COMPANY 


STATEMENTS OF OPERATIONS 


(In Thousands) 


REVENUE 

COST OF REVENUE 

OPERATING EXPENSES: 

Sales and marketing 
Technology and market development 
Customer and regional operations 
General and administrative 
Depreciation and amortization 
Write-off of public offering costs 
Corporate relocation costs 
Contract termination costs 

Total operating expenses 

Operating loss 

INTEREST INCOME (EXPENSE), net 

OTHER FINANCING COSTS 

NET LOSS 

The accompanying notes are an integral part 


Year Ended December 31 


1999 

2000 

2001 

$ 31.434 

$ 73,867 

$ 82,028 

25.401 

66,481 

94,355 

35,302 

27,930 

21,638 

9,240 

10,225 

8,232 

5,537 

8,736 

19,159 

8,193 

6,624 

5,228 

1,001 

963 

1,259 

3,873 

~ 

- 

- 

3,111 

763 

_ 

_ 

2.700 

63.146 

57.589 

58.979 

(57.113) 

(50,403) 

(71,306) 

381 

(638) 

(1,040) 

_ 

_ 

(3.803) 

Sf56.732) 

S(51.041i 

S<76.149) 


these finarKial statements. 
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GREEN MOUNTAIN ENERGY COMPANY 

STATEMENTS OF CASH FLOWS 
(In Thousands) 


Year Ended December 31 



1999 

2000 

2001 

CASH FLOWS FROM OPERATING ACTIVITIES: 

Net loss 

$(56,732) 

$(51,041) 

$(76,149) 

Adjustments to reconcile net loss to net cash used in 
operating activities- 

Depreciation and amortization 

1,001 

963 

1,259 

Pro\flsion for doubtful accounts receivable 

1,758 

2,644 

4,008 

Amortization of deferred compensation and consideration 

3,006 

2,183 

3,443 

Other 

(34) 

(256) 

49 

Changes in assets and liabilities- 

Restricted cash 

(1.979) 

(675) 

(9,457) 

Accounts receivable 

(8,156) 

(15,643) 

(239) 

Prepaid expenses and other current assets 

28 

(606) 

(8,854) 

Other assets 

(61) 

111 

(7) 

Accounts payable and accaied expenses 

1.721 

6.941 

17.011 

Net cash used in operating activities 

f59.4481 

f55.3791 

f68.936l 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Purchases of property and equipment 

(2,158) 

(441) 

(1,830) 

Purchases of short-term investments 

- 

(6,987) 

- 

Sale of short-term investments 

- 

- 

1.031 

Net cash used in investing activities 

f2.1581 

f7.4281 

(799) 

CASH FLOWS FROM FINANCING ACTIVITIES: 

Proceeds from borrowings 

22,000 

22,500 

- 

Proceeds from issuance of stock, net of offering costs 

36,313 

74,312 

58,388 

Repurchase of stock 

- 

(14.506) 

- 

Net cash provided by financing activities 

58.313 

82.306 

58.388 

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

(3,293) 

19,499 

(11,347) 

CASH AND CASH EQUIVALENTS, beginning of year 

5.653 

2.360 

21.859 

CASH AND CASH EQUIVALENTS, end of year 

$ 2.360 

$ 21 .859 


SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION: 

Cash paid for interest 

$ 167 

$ - 

$ - 

Cash paid for taxes 

9 

8 

12 

Issuance (forgiveness) of notes receivable from shareholders 

3,718 

(1,658) 

(151) 





Conversion of accrued interest to long-term debt prirKipal 

447 

2^507 

2,398 


The accompanying notes are an integral part of friese linanciai statements, 
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GREEN MOUNTAIN ENERGY COMPANY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31.2001 


1, ORGANIZATION AND BUSINESS: 

Green Mountain Energy Company (the Company), a Delaware corporation, markets and sells electricity 
produced from renewable and other «ivironmental!y preferaUe sources to residential and small commercial 
customers. As of December 31 , 2001 , the Company was serving apfKOximately 433,400 custwners located in 
Ohio, New Jersey, Pennsylvania, Connecticut, Texas and California. As further discussed in Note 7, during 
February and March 2001 , the Company reverted ttie majority of its California customers to incumbent local 
utilities due to that state's electric power issues that developed during tiie second half of 2000 and the first 
quarter of 2001. 

2. GOING CONCERN AND LIQUIDITY: 


The Company operates in the retail energy market in several states and has a limited operating history. The 
competitive retail energy market in the United States is at an early stage of development, and a limited number 
of states have deregulated the sate of eiecfricity. The development of tiie Company's business will depend 
upon, among other things, the continued existence and qDening of favorable markets having rules that favor 
open competition among retail electricity providers, including the incumbent utilities (or their affiliates), the 
Company’s ability to expand its customer base in its currerrt mari<ets arid its ability to enter new markets in a 
timely manner at reasonable costs. 


The Company has incuired losses since Us inception, and management expects to continue to incur losses for a 
period of time. The Company has Incurred significant r^rating expenses to develop its business, and its ability 
to become profitable will depend on its ability to acquire and retain customers at a reasonable cost, sell its 
products at a sufficient margin, effectively manage its energy supply requirements and further develop rts 
Internal corporate organization and systems. 


The Company has suffered recurring iosses from operations and net tosses, and it has not generated positive 
cash flows from operations since its inception. In addition, the Company's operations and the expansion of its 
business have both been historicatiy funded by equity and debt financings. In March 2002, the Company 
obtained addttiwial preferred stock equity financing of approximately $1 5.0 million and converted approximately 
$9.1 million of Its outstanding long-term debt to preferred stock. Managwnent estimates that the Company’s 
working capital will be sufficierrt to fund its operations and the expansion of its business through the second 
quarter of 2002. Additional equity and/or debt financing vwit be required no later than the third quarter of 2002 in 
order for the Company to continue to execute its current business plan and continue as a going concern, and 
management is currently in the process of negotiating up to $20.0 million in additionai equity financing from 
certain of Its current shareholders, There is no assurance, however, that additional equity or debt financing can 
be obtained or that it can be obtained on acceptable terms. If additional financing is obtained, there is no 

substantial doubt about the Company's ability to continue as a going concern. The accompanying financial 
statements.do not include any adjustments that might result from the outcome of this uncertainty. 
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3. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES: 

Cash Equivalents and Short-Term Investments 

Cash equivalents consist of cash held in bank deposit accoints and ^rt-temi, highly liquid investments wifri 
original maturities of 90 days or less. Short-term invesfrnente cotsist of Wgh-grade mutual ftjnds and bmds and 
are reflected at martlet value as determined by the most r«:entiy traded price of such funds as of the balance 
sheet date. As of December 31 , 2001 , the market value and w^mal cost of the mutual furrd invesfrnents were 
not mateiially different. The short-term investm«ite are defined as available-for-saie securities under the 
provisions of Statement of Financial Accounting Standards (SFAS) No. 1 1 5, “Accounting for Certain 
Investments in Debt and Equity Securities." Management anticipates liquidating tiiese short-term investments 
during 2002 to help fund the Company’s operations. 

Restricted Cash 


Certain utilities, power supply vendors, state regulatory agencies and other organizations require various types 
of collateral to ensure fulfillment of the Company's commitments. Cash providing such collateral has been 
classified as restricted cash in the accompanying balance sheets. 

Property and Equipment 

Property and equipment are stated at cost. Depreciation is calculated on the straight-line basis over ttie 
estimated useful iives of the various classes of depreciable property as follows; 


Computer hardware 2 years 

Purchased computer software 3-5 years 

Furniture, fixtures and vehicles 5-7 years 

Web site development costs 3 years 


The Company capitalizes ttie costs incurred to develop its web site in accordance with Statement of Poation 
(SOP) 98-1 , "Accounting for the Costs of Computer Software Developed or Obtained for Internal Use." The 
Company recorded depreciation expense for the years ended December 31, 1999, 2000 and 2001, of 
approximately $844,000, $504,000 and $1.2 million, respectively. 

Revenue Recoonitionand Cost of Revenues 

Revenue is recognized for the sale of electricity once it has been delivered to a customer. Unbilled electricity 
sales are estimated and reojrded each period. Cost of revenue consists of the cost of power delivered to the 
Company’s customers. Power costs for which suppliers have not billed the Company are estimated each period 
and are included In accrued cost of revenue. The Company’s invoices to its customers may also include 
charges relating to the transmission and distribution of the electricity, functions which are provided by the 
incumbent utilities. These amounts are excluded from the Company’s net revenue. As a result, neither frie 
Company's revenue nor its costs include the transmission and distiibution charges included In customers' 
invoices. See Note 4 for unbilled accounts receivable and accrued cost of revenue. 

Concentration of Credit Risk 


In certain markets in Pennsylvania, Connecticut and New Jersey, the incumbent utility is responsible for 
-colfection-risk;-whefeby-th e inc u mbentutiitty r emi ts pa ^mientto-the-Gempany-tor-the amount-of-the-Gompany'e 
billings. The incumberrt utility is responsible for collecting from the Company's customers in those markets and 
ultimately bears the risk of collection. 
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Advertising Costs 

Advertising costs are expensed as incurred, as such efforts histwlc^ly have not met the direct-response criteria 
required for cafMtalization. Total advertising costs fertile years ended December 31, 1999, 2000 and 2001, 
were approximately $14.0 million, $7.7 million and $5.5 mtiyon, respectively. 

Write-Off of Public Offering Costs 

in July 1 999, management decided not to proceed with an kiiti^ puWic offering of tiie Conpany’s common 
stock, and the Company wrote off approximately $3.9 million In deferred costs related to tiie offering. 

Corporate Relocation Costs 

In June 2000, tiie Company's headquarters were moved from South Burlington, Vermont, to Austin, Texas. The 
Company incurred costs of approximately $3.1 million In 2000 and $0.8 million in 2001 related to this relocation 
consisting primarily of costs to move physical assets and employee-related costs such as relocation incentives 
and moving allowances. 

Federal income Taxes 


The Company utilizes the liability method of accounting for income taxes as set fcrth in SFAS No. 1 09, 
"Accounting for Income Taxes." Under the iiability method, deferred taxes are determined based on the 
difference between the financial and tax bases of assets and liabllitjes using enacted tax rates in effect in the 
years in which the differences are expected to reverse (see Note 9). 

Stock-Based Compensation 

The Company applies Accounting Principies Board (APB) Opinion No. 25, ‘Accounting for Stock Issued to 
Employees," in accounting for its stock option plans, The Company has adopted the disclosure-only provisions 
of SFAS No. 123, 'Accounting for Stock-Based Compensation." See Note 6 for a further discussion of the 
Company's stock option plans. 

Use of Estimates 

The presentati(»i of financial statements in conformity with accounting principies generaiiy accepted in the 
Unit^ States requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities, the disclosures concerning contingent assets and liabilities as of the date of the financial 
statements and the reported amounts of income and expenses during the reporting period. Operatir>g results in 
the future could vary from management's estimates and assumptions. 

Fair Value of Financial Instruments 

The carrying amounts reflected in the accompanying balance sheets for cash and cash equivalents, restricted 
cash, accounts receivable and accounts payable approximate fair value due to the short-term nature of the 
instruments. Short-term investments are reflected at market value as determined by the most recently traded 
price of such investments as of the balance sheet date, and such market values as of December 31 . 2000 and 
2001 , were not materially different from the cost of the investments. Management believes that the carrying 
amount of the Company's long-term debt approximates its fair value. 

Dgrivativgi%raTTdaiTnstruTTierits- 

The Company follows the provisions of SFAS No. 1 33, 'Accounting for Derivative Instruments and Hedging 
Activities,' and SFAS No. 138, "Accounting for Certain Derivative Instruments and Certain Hedging Activities," in 
accounting for its derivative financial insfruments. SFAS No. 133 requires that derivative instruments be 
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recorded in the balance sheet as either assets or liabiirties, depencfing upon the rights or obiigations under the 
confracts, at their fair values. SFAS No. 1 33 also requires *at dianges Jn a derivative’s fair value be 
recognized currently in earnings unless specific hedge amounting criteria are met. For a qualifying cash flow 
hedge, ttie changes in fair value of tiie derivative instrument are InWetfly recognized in other comprehensive 
income and then are reclassified into earnings In the pertod ttiat the hedged transaction affects earnings. For a 
qualifying f^r value hedge, the changes in fair value of the d«ivative instrument are offset against the 
corresponding changes for the hedged item through earnbgs. Such accounting for qualifying hedges allows a 
derivative’s gains and losses to offset related results of toe hedged item in the income statement and requires 
the Company to formally document, designate and continuou^y assess toe effectiveness of fransactirMis that 
receive hedge accounting. SFAS No. 1 38 was issued in June 2000 and amended certain provisions of SFAS 
No. 133. 

The Company does not enter into derivative transactions for speculative purposes. The Company enters into 
derivative transactions that meet SFAS No. 1 33's definition of normal purchases and sales. Accordingly, the 
Company does not record the derivative fransactions that meet toe definition of normal purchases and sales on 
the balance sheet. 

Valuation of Long-Lived Assets 

The Company follows the provisions of SFAS No. 121, "Accounting for toe Impairment of Long-Lived Assets and 
for Long-Lived Assets to Be Disposed Of." If an evaluation is required under SFAS No. 121 , toe estimated 
future undiscounted cash flows associated with toe asset are compared to the asset's carrying amount to 
determine if an impairment of such asset Is necessary. The Company has not recognized any impairment 
losses pursuant to SFAS No. 1 21 . 

Reclassifications 


Certain prior-year amounts have been reclassified to be consistent with the current year's presentation. 

New Accountino Pronouncements 

In June 2001 , the Financial Accounting Standards Board (FASB) issued SFAS No. 141 , “Business 
Combinations," and SFAS No. 142, "Goodwill and Other Intangible Assets." SFAS No. 141 requires that all 
business combinations subsequent to June 30, 2001 , be accounted for under the purchase method of 
accounting. The pooling-of-interests method is no longer allowed. Under SFAS No. 142, goodwill and 
intangible assets vrito indefinite lives are no longer am<^ized but are reviewed annually (or more frequently if 
impairment indicators arise) for impairment. Separable intangible assets that are not deemed to have indefinite 
lives will continue to be amortized over their useful lives (but with no maximum life). SFAS No. 142 is effective 
for fiscal years beginning after December 15, 2001. The Company adopted SFAS No. 142 effective January 1, 
2002, the first day of fiscal year 2002. The adoption had no impact on the Company’s financial position and 
results of operations. 

In August 2001 , toe FASB issued SFAS No. 1 44, "Accounting for toe Impairment or Disposal of Long-Lived 
Assets." SFAS No. 144 establishes a single accounting model, based upon toe framework established in SFAS 
No. 121, for long-lived assets to be disposed of by sale. SFAS No. 1 44 broadens the presentation of 
discontinued operations to include more dispo^i transacticns and also provides additional implementation 
guidance far SFAS No. 121 , SFAS No. 144 is effective lor fiscal years beginning after December 15, 2001. The 
Company adopted SFAS No, 144 effective January 1, 2002, and such adoption had no impact on the 
Company's financial position and results of operations. 
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4. DETAIL OF CERTAIN 

BALANCE SHEET ACCOUNTS: 


Accounts Receivable 

Accounts receivable, net consisted of the following (in thwjs^s): 


December 31 



2000 

2001 

Trade accounts receivable 

$11,209 

$18,547 

Unbilled accounts receivable 

9,748 

7,499 

Ofrier receivables 

1.447 

2.160 


22,404 

28,206 

Less- Allowance for doubtful accounts 

f2.3141 

f2.5571 


S20.09Q S25.649 


Property and Equipment 

Property and equipment, net consisted of the following (in thousands): 


December 31 



2000 

2001 

Computer hardware 

$ 1,751 

$ 1,807 

Purchased computer software 

566 

1,518 

Furniture, fixfijres and vehicles 

811 

1,100 

Web site development costs 

1,346 

1,347 

Other 

232 

311 


4,706 

6,083 

Less- Accumulated depreciation 

■ 12,540) 

(3.327) 


£ 2.166 

S 2,756 


Accrued Expenses 

Accrued expenses consisted of the following (in thousands): 


December 31 



2000 

2001 

Accrued cost of revenue 

$ 6,868 

$ 3,149 

Accrued cost of revenue, related party 

1,604 

20,313 

Accrued payroll and benefits 

1,686 

2,077 

Accrued taxes 

1,323 

1,346 

Other accrued liabilities 

1.960 

3.006 


SI 3.441 

$29.891 
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5. DEBT: 

Long-Term Debt 


The Company had $44.5 million in long-term notes payable to ^ affHiate of a shareholder as of Decemter 31 , 
2000 and 2001. Accrued and unpaid interest related to these rwtes of approximately $3.0 million and 
$5.9 million as of December 31 , 2000 and 2001 , respectively, is induded wito the principal amounts in the 
accompanying balance sheets. 

The notes bear interest at 6 percent per annum \Mth ail accrued and unpaid interest added to the principal on 
each June 30 and December 31 . The effective interest rate or\ the notes approximates the stated rate. The 
notes are unsecured and are due, along witii acwued interest, on the earlier of June 2003 or the tenth day 
following a qualified initial public offering of the Company’s common stock. As indicated in Note 2, subsequent 
to year -end, the Company converted approximately $9, 1 milliwi of Its outstanding long-term debt to preferred 
stack. 

6- CAPITAL STOCK: 

Convertible Preferred Stock 

The Company is authorized to issue 50 million shares of [weferred stock with a par value of $0,01 per share. 

The Company's preferred stock may be issued from time to time in one or more series as may be designated by 
the Company's board of directors. As of December 31 , 2001 , there were the following shares issued and 
outstanding: 1 0,843,372 shares of Series A convertiWe preferred stock; 1 1 .296,659 shares of Series B 
convertible preferred stock; 4,21 6,867 shares of Series E convertible preferred stock; 3,71 9,1 76 shares of 
Series F convertible preferred stock; and 589,391 shares of Series G convertible preferred slock. 

The shares of all series of tine Company’s preferred stock are conv«1iWe into the Company's common stock at 
any time at toe record holder's option, The number of shares of common stock into which a share of preferred 
stock is convertible is based on a conversion price which initially provides for toe conversion of one share of 
preferred stock into one share of common stock. The conversion price of each series of preferred stock vwil be 
adjusted downward in the event of stock splits, stock dividends or other dilutive events as described in each 
series' certificate of designation. In the event of any liquidation, dissdution or winding up of the Company or a 
sale or other disposition of ail or substantially all of toe assets of toe Company, toe holders of each series of 
preferred stock are entitled to receive, before any payment to the holders of common stock, an amount per 
share equal to the stated value (purchase price) of such shares and no more. 

The hold^s of each series of preferred stock are entitled to receive dividends declared on common stock and to 
vote their shares on an as-converted basis. All such holders have additional voting rights and rights to receive 
dividends and distributions as described in each series' certificate of designation. 

The Company redeemed 4,21 6,867 shares of Series C convertible preferred stock during the year ended 
December 31 , 2000, for $3.44 per share. There were no shares of Series C convertible preferred stock 
outstanding as of December 31 , 2000 and 200 1 , 

In March 2001, the Canpany issued 392,927 shares of Series G convertible preferred stock valued at $5.09 per 
share in consideration for c^tain financial services provided by a toird party. In April 2001 , the Company issued 
1 1 ,296,659 shares of Series B convertible preferred stock and 1 96,464 shares of Series G convertible preferred 
stock for cash in toe amount of $5,09 per share. 

In March 2002, the Company issued 2,947,1 50 shares of Series H convertible preferred stock for cash in the 
amount of $5.09 per share and converted $9.1 million of its outstanding long-term debt to an affiliate of a 
shareholder into 1 ,788,605 shares of Series H convertible preferred stock valued at $5.09 per share. 
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Common Stock 


The Company is authorized to issue 150 million shares of oammwi stock witti a par value of $0.01 per share 
and had 25.475,364 shares issued and outstanding as of December 31 . 2001 . The Company has reserved 
50 million common shares to be available for the conversion of Hs preferred stock and for exercise of its stock 
options and common stock w/arrants. 

Stock Option Plans 

The Company has two stock option plans: the Second AmerxJed and Restated 1999 Stock Option Plan (the 
1999 Plan) and the Limited Participant 2000 Stock Option Plan (the 2000 Plan). The 1999 Plan specifies that 
8,646,909 shares of the Company's common stock can be awarded as options. The 2000 Plan specifies that 
250,000 shares of the Company’s common stock can be awarded as options. The 1999 Plan and the 2000 Plan 
provide for ttie Company's board of directors to adjust the number of shares of the Company's common stock 
available to be awarded as options. The options granted under these plans give plan participants the right, 
subject to certain terms and coiditions, to purchase common stock of toe Company. 

The stock option plans provide for toe grant of incentive and/or nonqualified stock options to directors, 
employees and consultants. The 1999 Plan also provides for the grant of stock appreciation rights. The stock 
options and stock appreciation rights granted under these plans vest ratably over a defined period and generally 
expire no more toan 10 years from the date of grant 

The Company applies APB Opinion No. 25, "Accounting for Stock Issued to Employees," and related 
interpretations in accounting for its stock option plans. Accordingly, no compensation cost has been recognized 
for grants under toe stock option plans, except for grants made to employees with exercise prices less toan the 
estimated fair market value of the underlying common stock on the dates of grant and to individuals other than 
employees for services provided to the Company. The Company has recorded deferred compensation for 
employee options where the exercise price was less than the estimated fair market value of the underlying 
common stock and for the fair value of grants made to individuals other toan employees. Deferred 
compensation is being amortized to expense over the vesting period of the options. 

Had compensation cost for alt stock option grants been determined based on their fair value at toe dates of 
grant, consistent with the method prescribed by SPAS No. 123, "Accounting for Stock-Based Compensation," 
the Company’s net less would have been increased to toe pro forma amounts indicated below (in thousands); 

Year Ended December 31 
1999 200Q 2001 


Net loss- 

•As reported $(56,732) $(51,041) $(76,149) 

Proforma (58,819) (52,703) (78.342) 

The fair value of each option grant is estimated on toe date of grant using the Black-Scholes option pricing 
model with the following weighted average assumptions used for grants during the following years; 

Year Ended December 31 

1999 2000 2001 


-DivWend'yteld 

Expected volatility 
Risk-free interest rate 
Expected life 


0 % 0 % 0 %- 

0% 0% 0% 
4.58% to 6.26% 5.85% to 6.1 8% 1 .69% to 4.19% 

3 years 4 years 4 years 
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A summary of the status of the Company's stock option plans is fH-esented below; 


Outstan<fina 

Exercisable 

Weighted 

Weighted 

Average 

Average 

Exercise 

Exercise 

Shares Price 

Shares Price 


Balance, December 31, 1998 

91,461 

$75.30 

39,966 

$75.31 

Granted 

7.753,697 

4.83 

_ 

- 

Canceled/forfeited 

(1,995,484) 

4.86 

- 

- 

Options beaming exercisable 

- 

- 

1.654.925 

6.09 

Balance, December 31, 1999 

5,849,674 

5.92 

1.694,891 

6,09 

Granted 

2,257,500 

3.43 

- 

- 

Canceied/forfeited 

(1,192,626) 

5.17 

_ 


Options becoming exercisable 

- 


1,500,325 

6.16 

Balance, December 31 , 2000 

6,914.548 

5.18 

3,195,216 

6.16 

Granted 

1,698,403 

5.09 

- 

- 

Canceied/forfeited 

(1,023,814) 

4.16 

- 

- 

Options becoming exercisable 

- 

- 

1.042.984 

4.94 

Balance, December 31 , 2001 

7 589 137 

5.26 

4.238.200 

5.84 


The weighted average fair value per share of options granted during 1999, 2000 and 2001 was $0.93, $0.71 and 
$0.51, respectively. 

The following table summarizes information about stock options outstanding as of December 31 . 2001 : 
Ootons Outstanding 


Weighted Potions Exercisable 


Range of 
Exercise 
Prices 

Number 

Average 
Remaining 
Contractual 
Life fYearsI 

Weighted 

Average 

Exercise 

ftice 

Number 

Weighted 

Average 

Exercise 

Price 

$3,32'$ 6.67 

7,368,531 

8.15 

$ 4.37 

4,042.374 

$ 4.38 

12.00- 13.33 

145,857 

7.47 

12.26 

121,126 

12.31 

75.40 

74,749 

5.66 

75.40 

74,700 

75,40 


The Company granted options with stock appreciation rights (these grants are reflected in the tables above) 
representing 204,897 shares of common stock to certain employees during the year ended December 31, 1999. 
The options had an exerdse price of $6.67 per share and the holder can receive a weighted average maximum 
paym^it of $5.70 per share. None of the options have been exercised and 1 18,750 options have been forfeited 
(these forfeitures are reflected in tiie table above) as of December 31 , 2001 . Stock appreciation rights 
representing 67,385 shares of common stock are exercisable as of December 31 , 2001 . No compensation 
expense has been recognized by the Company related to these stock appreciation rights as the estimated fair 
value of the common stock is below the exercise price of $6, 67 per share. 
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Warrants 


In 1 997, ttie Company issued to certain consultants and advisors warrants entitiing the holders to purchase, in 
the aggregate, 1 1 ,940 shares of common stock at $75.40 per ^re. These warrante were exercisable upon 
issuance and expire in August 2002. 

In April 2001 , the Company issued to tvra shareholders ^parate Series B warrants entitiing each of these 
shareholders to purchase up to 98,300 shares of the Compaiy’s commai stock at $0,01 per share. These 
warrants were issued in connection witii the shareholders' fMjrchase of shares of the Company's Series B 
convertible preferred stock. These warrants are exercisable at aty time between January and June 2002. 

7- COMMITMENTS AND CONTINGENCiES: 

Power Supply Aoreemertts 

Beginning in 2001 , the Company began obtaining its primary energy st^pfy to serve the power needs (including 
product content requirements) of tine Company's customers from an affiliate of a shareholder of the Company 
(the Affiliate). As of December 31, 2001, substantially all of the power purchased by the Company on the 
wholesale electricity market was being purchased through arrangements between the Company and the 
Affiliate, aitinough the Company has the ability to decide to purchase dectricity without the assistance or 
involvement of the Affiliate in the future, in general, the Company from time to time enters into transactions with 
the Affiliate for power supply on a state-by-state or regional basis, and those transactions are effective for 
periods ranging from one year to five years. In turn, the Affiliate from time to time enters into legal obligations 
with electricity wholesaiers and producers to purchase and pay for an amount of electricity, expressed as a 
number of megawatt hours, from the wholesalers and producers. The fransactions generally require the Affiliate 
to match the aggregate customer requirements, iess any power supplied through minor supply agreements with 
the other wholesale sup^^lers (see tl^ following paragraph). For the major part of that power supply, the 
wholesale prices are fixed tor toe terms of the respective transactions. The Affiliate purchases electricity on 
behalf of toe Company at the Company's request and passes on the cost of tois electricity and certain related 
charges, including the costs of ancillary services and imbalance energy, to toe Company. The Affiliate 
maintains credit and security arrangements with the Company to ensure that the Affiliate will be paid for toe 
power supply. The Affiliate also trades in the wholesale electricity market for its own account. 

During the year ended December 31 , 2001 , toe Company entered into a power purchase agreement with toe 
Affiliate to purchase a portion of the Company’s energy suRjty. The Affiliate entered into a corresponding 
confractual airangement with a third party who subsequently filed for bankruptcy, thereby defaulting under its 
agreement wito toe Affiliate. Based upon tois default, toe Affiliate terminated toe power purchase agreement 
with the Company and, as a result, the Company became obligated to pay the Affiliate for toe difference 
between the conti-act price for toe supply under the agre^ent ^d the market price. The Company estimated 
the total amount of this settlement at approximately $2.7 million, based on estimated megawatt hours to be 
purchased over the remaining life of toe agreement. The Company has accrued for this amount on its balance 
sf^et and has included this amount in contract terminati^ costs for the year ended December 31, 2001. 

In addition to toe arrangement wito the Affiliate, the Comply maintains minor agreements with various 
wholesale power suppliers, inducting toe owners of wind arto solar power generation facilities. Generally, these 
agreements are effective for periods ranging from one year to 15 years. Such suppliers also require the 
Company to maintain credit and security arrangements. The contracts are for a fixed price, and one of the 
contracts is adjustable subject to agreement of the parties. The contracts do not contain specified future 
minimum commitments. In 2000 and 2001 , the cost under these agreements amounted to approximatdy 
$560,000 and $ 1.1 millicyi, r espectively, and such amounts have been reflected in cost of revenue in toe 
accompanying statements of c^erati^s. ' 

As of December 31 , 2001 , the Company, under certain power purchase agreements, had commitments for net 
purchases of 1 3,306,559 megawatt hours of electricity at prices ranging fran $1 0.96 to $46,09 per megawatt 
hour through December 2006, 
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California Market 


In February and March 2001 , the Company reverted apf»oximat^y 53,000 of its 60,000 California customers to 
incumbent local utilities. The Company priced its prcxiucts to its California customers based on the Power 
Exchange (PX) Credit pub!ish«i by Pacific Gas & Electric, Sc«Jthem Califwnia Edison artd San Diego Gas & 
Electric. The price of power obtained by the Company under its wholesale supply contracte was also indexed to 
the PX Credit. The PX Credit represented tie cost avoid^i by a utility fran not hawng to buy p»wer for a 
customer served by the Company. The calculation of the PX Credit was performed by each utility using a 
complex formula based on hourly prices in the California PX (CalPX) and tie volume of utility purchases. The 
CalPX failed in January 2001 due in part to volatile market conditiais. As a result, the formula became arbitary 
at the discretion of each utility and subject to potential recalculation at a later date by order of the California 
Public Utilities Commission. This created risk to tie Company, Its custwners and Its suppliers and, as a result, 
management decided to minimize the risk few all parties by reverting tie affected customers to their respective 
incumbent utilities. This decision had no effect on approximately 7,000 customers who were being served a 
fixed-fwice product that had no relation to the CalPX or the PX Credit. 

The Company's California market generated approximately $8,4 million, $43.4 million and $12.5 million of the 
Company's revenue tew the years ended December 31 , 1999, 2000 and 2001 , respectively, and toe Company 
had accounts receivable totaling apfwoximately $187,000 as of December 31, 2001, from its California 
customers, it is management's opinion that toe remaining amount Is collectible and, subsequent to year-end, 
the Cewnpany has continued to collect on these receivables. 

As of December 31 . 2001 , the power supply few the California customers being served a fixed-price product by 
the Company began to be obtained through an arrangement with the Affiliate (see 'Power Supply Agreements" 
above), The Company also maintains various long-term power supply agreements to purchase the output of 
certain current, and potentially future, power plants located in California. The Company is currently purchasing 
power under these agreements; hovrever, the Company has not resold this power to customers, nor does it 
anticipate reselling toe power to be purchased for toe remaining term of the agreements. The Company has 
accrued $164,000 few toe estimated loss on these agreements as of December 31, 2001. 

Service Agreements 

The Company has agreements with various third-party vendors to cMJtsource its billing and collections process, 
manage its call center, assist in developing its marketing strategy and execute its marketing activities. The 
agreements generally require minimum monthly charges or retainers, wNch may be adjusted to reflect actual 
activity. The Company has recorded approximately $28.7 million. $19.4 million and $8.6 million In expense 
related to these agreements for the years ended December 31, 1999, 2000 and 2001, respectively. 

During the year ended December 31 , 2000, the Company signed agreements with two toird-party vendiws to 
assist the Company with its marketing activities over the Internet. Each of the agreements has an initial term of 
one year and can be canceled after toe initial period. In connection with the agreements, toe vendors 
purchased In toe aggregate 1,054,21 6 shares of the Compan/s Series A convertible preferred stock for 
$0.01 per share. Upon issuing toe preferred stock, the Cewnpany recorded deferred consideration of 
approximately $3.5 million, which represented the difference between the estimated fair market value of the 
preferred stock on toe dates of issuance ($3.32 per share) and toe amount paid by toe vendors. The Company 
has also made cash payments during 2000 totaling approximately $1.7 million under these agreements and 
recorded such parents as prepaid services. The deferred consideration and prepaid services are being 
amortized to sales and marketing expense over toe terms of the agreements. The Company has recorded 
approximately $3.2 million and $2.0 million in sales and marketing expense related to these agreements for the 
y ears end ed Decemb er 31 , 2000 a nd 2001 , r espectively . During toe year ended December 31 , 2001 , the 
Company terminated the agreements with both of the vendors. 
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Operating Leases 

The Company teases its office facilities under '^rious noncancetaWe operating leases. Future minimum rental 
payments required under the leases existing as of December 31 , 3)01 , are as follows; 


Year ending December 31- 


2002 

$ 711,257 

2003 

700,526 

2004 

687,728 

2005 

517,392 

2006 and thereafter 

105.446 


S2.722.349 


Lease expense under these operating leases was approxkttalely $31 4,000, $632,000 and $698,000 for the 
years ended December 31, 1999, 2000 and 2001, respectively. 

Insurance 

The Company carries a broad range of insurance coverage, including general liability, workers' compensation, 
directors' and officers', and an umbrella policy. The Company has not incurred significant claims or losses on 
any of these insurance policies. 

Legal Proceedings 

The Company was a party to several pending legal proceedings as of December 31 , 2001 . In management's 
opinion, none of these proceedings is expected to have a material adverse effect on the Company's financial 
position or results of operations. 

8. RELATED-PARTY TRANSACTIONS: 

Energy Services to California Commercial Accounts 

The Company entered into a multi -facility energy services agreement with the Affiliate under which the 
Company provides power to certain commercial accounts in California. Under the agreement, such accounts 
pay the Company for power service at a rate discounted to the applicable tariff rates charged by the incumbent 
utilities. The agreement allocates responsibilities between the Company and the Affiliate with respect to 
metering, electrwic data exchange and billing. A related letter agreement aiso provides for supply from the 
Affiliate to serve the commercial accounts. The board approved the terms of the agreement at its 
November 2001 meeting. The agreements confirm the terms aj^roved by the board. 

Power Supply Services 

As Indicated in Note 7, beginning in 2001 , the Company began obtaining its primary energy supply to serve the 
power needs (Including product content requirements) of ttte Company’s customers from the Affiliate. As of 
December 31 , 2001 , substantially all of the power purchased by the Company on the wholesale electricity 
market is purchased through arrangements between the Company and the Affiliate, although the Company has 
the ability to decide to purchase electricity without the assistance or involvement of the Affiliate in the future. 
Pursuant to ttie agreement with the Affiliate, the Affiliate has agreed to identify, propose and, with the 
Company's prior vwitten consent, execute fransacfions through which the Company could purchase, sell and/or 
exchange-energyrcapacity,-tfansmission-aRdrelated-serviGes^More-specificaily4he-AffiliateJsxesponsibieJ{»: 
identifying and proposing fransactiorrs that will enable tiie Company to fulfill its energy amount and content 
obligations to its retail customers and, as described above, is also responsible for executing these transactions 
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once apprcwed. For the services provided to the Company by tiie Affiliate, #ie Canpany pays tie Affiliate a fee 
per megawatt hour based on the energy ddivered by the Affiliate for tie Company's customers. The Company 
recorded approximately $10,6 million and $75.7 milRon in 2000 and 2)01, respectively, in cost of revenue for 
power supplied by the Affiliate under the applicable power suf^ly tr»isactions. 

During 2001 , the Ccanpany bought the right to purchase energy suf^y from the Affiliate. The Company settled 
this contract with tie Affiliate during the year. The Com{»ny pad af^MOxImately $1 .4 million for tie right to 
purchase tie energy supply, and this amount is recorded as other finandng costs. 

Administrative Services and Support 

In April 200 1 , the Company entered into a services and support agreement v^th the Affiliate. Pumuant to this 
agreement, the Company issued 405,923 shares of commtxi stock valu«i at $5.09 per share to a current 
shareholder that is an affiliate of the Affiliate in consideration for tie provision of certain administrative and 
energy-related consulting services through April 2002 to the Company by tie Affiliate. The Company recorded 
approximately $2.1 million as deferred consideration and is amortizing to operating expense the bailee over 
the term of the agreement, 

Credit and Security Arrangements for Power Supply 

The Affiliate maintains credit and security arrangements with the Company to provide credit support on behalf of 
the Company for energy purdiases from energy wholesalers. On virtually all transactions undertaken by the 
Affiliate on behalf of the Company, the Company, lieu of posting security in the form of a bond or letter of 
credit to the Affiliate, pays the Affiliate a fee equal to a percentage of the notional value of the transaction, which 
fee is paid by the Company over a term equal to the term of the electricity purchase transaction, To secure 
payment of this fee, the Company agreed to grant the Affiliate a first-priority security interest in the Company’s 
accounte receivable. If the Company fails to cure a default within 30 days after receiving notice of such default, 
the Affiliate may terminate its relationship with the Company and accelerate the maturity of all amounts payable. 
The Company has recorded approximately $2.0 million as of December 31, 2001 , as other financing costs 
related to the credit and security arrangements. 

The Company and the Affiliate also agreed to the terms of a number of security agreements in March 2002 
under which the Company has agreed to grant the Affiliate a first-priority security interest in, among other things, 
all of the Company's present and future accounts receivable, and the proceeds therefrom, attributable to Its 
customers In California, Texas, Ohio, Pennsylvania, New Jersey and Connecticut. In addition, the Company 
agreed to indemnify the Affiliate and its affiliates against, among other things, all claims brought against the 
Affiliate arising from the joint and several indemnity of Bank One. N.A. (Bank One), by the Company and the 
Affiliate under an escrow agreement, as described below. The security agreements will continue in effect until 
all amounts due from the Company to the Affiliate for energy supply services have been paid. 

The Company, the Affiliate and Bank One agreed to the terms of a multiparty blocked account agreement which 
concerns the Company's demand deposit account at Bank One into which all of the Company's customer 
receivables are deposited. Under the agreement, the Affiliate has tiie exclusive right to direct and provide 
Instructions to Bank One as to the disposition of ail amounts deposited into the account. The Company and the 
Affiliate have agreed to indemnity Bank One on a joint and several basis from all claims, d«nands, losses, 
liabilities and expenses resulting from the agreement or Bank One's services provided thereunder. The Affiliate 
or Bank One may terminate this agreement upon thirty days’ notice to the otiier parties. 

Finally, the Company and the Affiliate agreed to the terms of an escrow agreement whereby the parties agreed 
that Bank One, as e scrow agent, would tr ansfer customer receivaWes frwn the Company’s demand deposit 
account to an escrow account as of tie close of each business day. 'On a rii ontfilyBasisrthe TTompa tty mTisr 
instruct Bank One to disburse the funds in the escrow account, first, to the Affiliate in satisfaetton of amounts 
that are owed to the Affiliate and, then, any remaining amount to the Company. In exchange for its services, the 
Company agreed to pay Bank One certain fees in connecticxi with providing these escrow activities. The 
Company is also liable to Bank One for its out-of-pocket expenses as wd! as for any extraordinary services, 
such as travel and legal services, that Bank One may incur pursuant to the agreement. In the event that the 
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Company is in default under any of the above agreements and ttw Affiliate delivers a sworn affidavit to tiiat 
effect to Bank One, ttie Affiliate will be entitled to receive of the property in the escrow account. Furthermore, 
the CoTipany and the Affiliate agreed to indemnify Bank One, pkiHy and severally, from all costs, losses, 
liabilities and expenses resulting from either the agreement or Bank One's services. The escrow agreement will 
remain in effect untii Bank One receives written confirmatiOT ftat the security agreements have been terminated 
and that no amounts remain pay^ie by the Company to tfie AffiHate for the obligations secured thereby. 

Service Mark License 


The Company recorded royalties of approximately $167,000 and $416,666 for the years ended December 31, 
2000 and 2001 , respectively, pursuant to fre terms of a license agreement between the Company and an 
Affiliate of a shareholder relating to the use of the Green Mountan Energy*" name. These royalties are 
reflected in revenue in the accompan^ng statements of qperations. 

Advertising and Promotion Services 


Beginning in 1 999, the Company purchased advertising, jM'omotional and related consulting services from firms 
that are affiliates of two of its shareholders. The Company recorded a total of approximately $1 7.4 million, 

$1 0.7 million and $1 .2 million in expense during the years ended Decider 31 , 1 999, 2000 and 2001 , 
respectively, related to these settees and had amounts payable totaling approximat^y $702,000 and $• to 
these firms as of December 31 , 2000 and 2001 , respectively. The Company's relationship with both firms has 
been terminated as of December 31, 2001. 

Effective December 2001, tiie Company entered into a marketing services agreement with an advertising 
agency. Under that agreement, the Company agreed to pay the agency a certain monthly fee and obtain 
expenses and markups on any media buys and to issue to the agency 29,469 shares of the Company's 
common stock valued at $5.09 per share. Such shares were issued in 2002. The Company has also agreed to 
issue such agency additional shares of the common stock if toe agency's efforts result in certain numbers of 
customers for toe Company in 2002. The Company incumed no expenses to the agency in 2001 . 

Technology and ConsuHino 

From 1999 through 2001 , the Company purchased certain information technology consulting and operations 
services from a firm that, during 1999 and 2000, was affiliated wito a shareholder of toe Company. The 
Company recorded approximately $3.3 million, $3.6 million and $1 .0 million in expense during the years ended 
December 31 , 1999, 2000 and 2001 , respectively, related to these services and had amounts payable of 
approximately $207,000 and $• to toe firm as of December 31 , 2000 and 2001 , respectively. 

9- INCOME TAXES: 

The Company has generated losses since its incorporation in 1999, but it has not recognized any federal or 
state tax benefit resulting from such losses due to uncertainties regarding the Company's ability to utilize the 
losses in its future tax returns. 

As of December 31 , 2001 , the Company has a net operating loss (NOL) of approximately $1 46.6 miilion, which 
is available to offset future U,S. taxable income. This loss will begin to expire in 2020. The Company has net 
deferred tax assets of approximately $23.9 million and $50.0 million as of December 31 , 2000 and 2001 , 
respectively, which represent toe NOL and differences between the book and tax bases of various assets and 
liabilities. The utilization of the NOL carryforward ar>d other deferred tax assets is limited to toe Company's U.S. 
ta xable inco me in any given year .Furthermore, ad ditional limits u n der Internal Reve n ue Code Sectio n 382 ma y 
be imposed on the utiiizatton of toe NOL carryforward in the event of an owierstoip change (as defined in 
Section 382). Due to the uncertainty surrounding the realization of these deferred tax asseto, a valuation 
allowance of $23.9 million and $50.0 million as of December 31, 2000 and 2001, respectively, has been 
estobiished against such assets. This valuation allowance \mII be reversed through the statement of op^aticMis 
as the deferred tax assets are utilized or when it is determined toat it is more likely toan not that these assets 
will be realized. 
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1Q. EMPLOYEE BENEFIT PLAN: 

The Company has a defined contributtan plan for Its employees. "Hie plan provides for employee contributions, 
discretionary Company contributions and a Company matcWng contribution equal to 50 percent of each 
employee's contribution up to the first 6 percent of such coTtrftw/tiwi. Both the employee and Company 
contributions vest immediately. The Company made cash contributions of approximately $1 29,000, $1 81 ,000 
and $205,000 for the years ended December 31 , 1 999, 2000 and 2001 , respectively. 

11. SUBSEQUENT EVENT: 

Subsequent to year-end, the Company and USPowerSc^utions Corporation (USPS) entered into an agreement 
which, subject to various terms and conditions, provides for the acquisition by the Company of USPS and all tiie 
outstanding senior secured notes of USPS not held by the Company, if tfiis transaction is consummated, 
shareholders of USPS will receive as consideration a new series of convertible preferred stock designated from 
the authorized and unissued preferred stock of the Company. This transaction is contingent upon, among other 
things, the approval of the shareholders of USPS. The Company anticipates that the transaction will occur 
during the second quarter of 2002. USPS provides enterprise software services and solutions centered on a 
flexible, scalable technology platform that enables energy comparues to grow arKi prosper in rapidly deregulated 
energy markets. The Company is [^esently a customer of USPS pursuant to a services agreement entered into 
by the Company and USPS in October 2000. 
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Report of Independent Auditors 


To the Stockholders of Green Mountain Energy Company 


In our opinion, the accompanying consolidated balance sheets ^d the related consolidated statements of 
operations, of changes in stockholders’ deficit and of cash flows present fairly, in all material respects, the 
financial position of Green Mountain Energy Company (die “Company”) at December 3 1 , 2003 and 
2002, and the results of its operations and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. These financial statements are 
the responsibility of the Company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. We conducted our audits of these statements in accordance with 
auditing standards generally accepted in the United States of America. Those standards require that we 
plan and perform the audits to obtain reasonable assurance about whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management, and evaluating the over^l financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion. 

The accompanying financial statements have been prepared assuming that the Company will continue as a 
going concern. As discussed in Note 2 to die financial statements, the Company has incurred losses and 
negative cash flows from operations since inception and has a net capital deficiency which raise 
substantial doubt about the Company’s ability to continue as a going concern. Management’s plans in 
regard to these matters are also described in Note 2. The financial statements do not include any 
^justments that might result from the outcome of diis uncertainty. 


Ll/ 


October 19, 2004 
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Green Mountain Energy Company 

Consolidated Balance Sheets 

As of December 31, 2003 and 2002 


(m thousands, except share data) 


2003 


2002 

Assets 





Current assets 





Cash and cash equivalents 

$ 

11,329 

$ 

2,070 

Restricted cash 


144 


14,625 

Accounts receivable, net 


48,520 


52,290 

Prepaid expense and other current assets 


819 


657 

Total current assets 


60,812 


69,642 

Property aid equipment, net 


3,805 


5,862 

Long-term restricted cash 


- 


3,109 

Other assets 


295 


725 

Total assets 

H 

64,912 

F 

79,338 

Liabilities and Stocldiolders' Deficit 





Current liabilities 





Accoimts payable 

$ 

1,039 

$ 

1,270 

Accrued expenses 


69,781 


70,671 

Capital lease obligations 


178 


287 

Total current liabilities 


70,998 


72,228 

Long-term liabilities 


1,499 


- 

Long-term notes payable to stockholders 


80,656 


54,591 

Total liabilities 


153,153 


126,819 


Conumitments and contingencies (Note 9) 


Stockholders' deficit 
Convertible preferred stock 

$0.01 par value; 75,000,000 shares authorized; 40,511,244 

and 40,422,021 shares issued and outstanding at December 31, 2003 


and 2003, respectively; liquidation preference of $175,068 and 


$174,615 at December 31, 2003 and 2002, respectively 

Common stock, $0.01 par value; 150,000,000 shares authorized; 

405 

404 

25,675,8 10 and 25,664,533 shares issued and outstanding at 
December 31, 2003 and 2002, respectively 

256 

256 

Additional paid-in capital 

274,495 

273,799 

Notes receivable from stockholders 

(2,169) 

(2,332) 

Deferred compensation 

- 

(170) 

Accumulated deficit 

(361,228) 

(319,438) 

Total stockholders' deficit 

(88,241) 

(47,481) 

Total liabilities and stockholders' deficit 

$ 64,912 

$ 79,338 


The accompanying notes are an integral part of these financial statements. 
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Green Mountain Energy Company 

Consolidated Statements of Operations 

For the Years Ended December 31, 2003 and 2002 


(in thousands) 

2003 

2002 

Revenues 

$ 353,054 

$ 257,404 

Operating expenses 

Cost of revenues 

324,008 

253,170 

Selling, general and administrative 

53,598 

58,481 

Depreciation and amortization 

2,877 

2,758 

Impairment of goodwill 

- 

8,359 

Total operating expenses 

380,483 

322,768 

Operating loss 

(27,429) 

(65,364) 

Interest expense, net 

(8,968) 

(5,370) 

Other expense, net 

(123) 

(242) 

Other financing costs (Note 10) 

(5,270) 

(4,133) 

Net loss 

$ (41,790) 

$ (75,109) 


Hie accompanying notes are an integral part of these financial statements. 
3 


MAV013237 



4472 



6 

§ 

to 

■c3 


4> 



£ 




MAV013238 



4473 


Green Mountain Energy Company 

Consolidated Statements of Cash Flows 

For the Years Ended December 31, 2003 and 2002 


(in thousands) 


2003 


2002 

Cash flows from operating activities 





Net loss 

$ 

(41,790) 

$ 

(75,109) 

Adjustments to reconcile net loss to net cash used in 





operating activities 





Depreciation and amortization 


2,877 


2,758 

Impairment of goodwill 


- 


8,359 

Provision for doubtful accounts receivable 


13,431 


13,020 

Stock-based compensation 


576 


434 

Non-cash interest expense 


7,564 


3,344 

Changes in assets and liabilities 





Restricted cash 


17,590 


(2,701) 

Accounts receivable 


(10,696) 


(42,039) 

Prepaid expenses and other current assets 


(162) 


(109) 

Other assets 


430 


(312) 

Accounts payable and accrued expenses 


368 


39,586 

Net cash used in operating activities 


(9.812) 


(52,769) 

Cash flows from investing activities 





Purchases of property and equipment 


(820) 


(5,721) 

Proceeds from sale of short-term investments 


- 


5,955 

Net cash provided by (used in) investing activities 


(820) 


234 

Cash flows from financing activities 





Proceeds from borrowings 


20,000 


10,000 

Proceeds from issuance of preferred stock, net of offering costs 


- 


34,080 

Proceeds from issuance of common stock 


- 


13 

Principal payments on capital lease obligations 


(109) 


- 

Net cash provided by financing activities 


19,891 


44,093 

Increase (decrease) in cash and cash equivalents 


9,259 


(8,442) 

Cash and cash equivalents 





Beginning of year 


2,070 


10,512 

End of year 

F 

11,329 

T 

2,070 

Supplemental disclosures of cash flow information 





Cash paid during the year 





Cash paid for interest 

$ 

1,505 

$ 

2,578 

Non-cash investing and financing activities 





Conversion of notes payable into Series H convertible preferred stock 


- 


9,104 

Gonversien-efaecru^- interest an4fees-mtolGng-tenn debt 

— 

7-,564 - 

— 

— 3-,344- 

Settlement of notes receivable from shareholders 


66 


152 

Acquisition of US PowerSolutions Corporation tiirough the 





issuance of Series I preferred stock and the assumption of 





liabilities 


454 


7,204 


The accompanying notes are an integral part of these financial statements. 
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Green Mountain Energy Company 
Notes to Financial Statements 
December 31, 2003 and 2002 


1. Organization and Business 

Green Mountain Energy Company (the “Company”), a Delaware corporation, markets and sells 
electricity produced from renewable and other environmentally preferable sources to residential 
and commercial customer. The Company provides less-polluting electricity directly to customers 
in states that allow competition among retail electricity providers; in states diat do not allow retail 
competition, the Company provides supply and meeting services to utilities which sell less- 
polluting electricity to their customers. As of December 3 1, 2003 and 2002, the Company was 
serving approximately 593,600 and 583,700 customers, respectively, located in California, 
Pennsylvania, New Jersey, Cormecticut, Texas, Ohio, Oregon, and New York. As further 
discussed in Note 9, the Company discontinued serving all of its customers in Connecticut in 
March 2003 and all of its residential customers in California in May 2003. In December 2003, the 
Company’s two supply and mariceting services agreements witih two Oregon incumbent utilities 
expired. One was renewed through 2006. 

During 2003, the Company consolidated operations in certain regions, and the Company closed 
offices in Pennsylvania and Vermont. In 2004, the Company discontinued serving part of its 
Peimsylvania customers due to the expiration of a competitive default service program. 

2. Liquidity and Going Concern 

The Company operates in competitive retail electricity maricets in several states. The competitive 
retail electricity market In the United States continues to develop, and a limited number of states 
have restructured the retail sale of electricity. The continued development of the Company’s direct 
access business will depend upon, among other things, the continued existence and operation of 
markets having rules that &vor competition among retail electricity providers, including the 
incumbent utilities or their affiliates, the Company’s ability to expand its customer base in its 
current markets, and its ability to enter new maikets in a timely manner at reasonable costs. In 
addition, the Company continues to develop relationships in regulated markets with incumbent 
utilities or their affiliates to offer less-polluting electricity products. 

The Company is subject to the risks and volatility of retail electricity markets and has incurred 
significant operating expenses to develop its business. Its ability to become profitable will depend 
on the existence of favourable regulatory structures in retail electricity markets, and its ^ility to 
acquire and retain customers at a reasonable cost, sell its products at a sufficient maigin, effectively 
manage its electricity supply requirements, and further develop its internal corporate organization 
and systems. 


6 


MAV013240 



Green Mountain Energy Company 
Notes to Financial Statements 
December 31, 2003 and 2002 


4475 


The Company has suffered recurring losses from oj^ralions, and it has not generated positive cash 
flows from operations on an annua! basis since its m<»i«ion. Tlie Company’s operations and the 
expansion of its business have been funded by equity and debt financing. In May and June 2003, 
the Company obtmned additional debt financing of approximately $10.0 million and $10.0 million, 
respectively. Management estimates that the Company’s working coital will be sufficient to fund 
its operations and the expansion of its business through the end of 2004, at which time, the 
Company anticipates positive cash flows fi’om operations. There is no assurance, however, that the 
Company will be able to achieve profitable operations or that additional equity or debt financing 
can be obtained or that it can be obtained on acceptable terms, as necessary. The matteis discussed 
above raise substantia! doubt ^ut the Company’s ability te continue as a going concern. The 
accompanying financial statements do not include any adjustments that might result from the 
outcome of this xmcertainty. 

3. Summary of Significant Accounting Policies 

Principles of Consolidation 

The consolidated financial statements include the accounts of Green Mountain Energy Company 
and its wholly-owned subsidiary. Ail significant intercompany accounts and transactions have 
been eliminated. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of Amenca requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at die date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from those estimates. 

Cash and Cash Equivalents 

Cash equivalents consist of cash held in bank deposit accounts and short-term, highly liquid 
investments with original maturities of 90 days or less. 

Restricted Cash 

Certain utilities, power supply vendors, state regulatory agencies and other organizations require 
various types of collateral to ensure fulfillment of the Company’s commitments. Cash providing 
such collateral has been classified as short-term and long-term restricted cash in the accompanying 
balance sheets. 

Property and Equipment 

Property and equipment are stated at cost. Depreciation is calculated on the straight-line basis over 
the estimated useful lives of the various classes of depreciable property as follows: 


.Compuler^baidwate. 3 years 

Purchased computer software 3 yeara 

Furniture, fixtures and vehicles 5 years 

Web site development costs 3 years 
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Revenue Recognition and Cost of Revenues 

Revenues from the sale of electricity are recorded based on electricity delivered to customers and 
on contracts and scheduled power usages, as appropriate. Electric energy provided subsequent to 
billing dates through the end of et«:h calendar month is accrued as estimated unbilled revenues. 
Unbilled revenues were approximately $16.3 million and $14.2 million at December 31, 2003 and 
2002, respectively, and are included in accounte receivable. 

Cost of revenue consists of the cost of power delivered to toe Company’s customers as well as 
charges relating to the transmission and distribution of the electricity, functions which are provided 
by the incumbent utilities. The cost of power also includes environmental attributes or renewable 
energy credits (“Green Tags”) Power costs for which suppliers have not billed the Company are 
estimated each period and are included in accrued cost of revenue. 

Concentration of Credit Risk 

Financial instruments that potentially subject toe Company to concentrations of credit risk are 
primarily cash and accounts receivable. Concentrations of credit risk with respect to the 
Company’s receivables are limited due to the large number of customers, small individual balances 
and short payment terms. 

In certain markets in Pennsylvania, Coimecticut and New Jersey, the incumbent utility remits 
payment to the Company for toe amount of the Company’s billings and is responsible for 
collecting from the Company’s customers. In these instances, toe incumbent utility bears the risk 
of collection. In other markets such as Texas and Ohio, the Company bears the collection risk for 
the Company’s charges, as well as the charges of transmission and distribution providers. During 
2003 and 2002, the Company incurred significant past due amounts in the Texas and Ohio markets. 
As a result, the Company has increased the allowance for doubtful accounts and returned its 
delinquent or non-paying customers to the incumbent utility. The Company believes that 
collection risk is mitigated by an agreement entered into with toe incumbent utility in 2003 (Note 
9) which provides for protection relative to late pa>'ments in Ohio, 

Advertising Costs 

Advertising costs are expensed as incurred. Total advertising costs for the years ended December 
31, 2003 and 2002 were approximately $1,8 million and $3.7 million, respectively. 

income Taxes 

Income taxes are accounted for using the asset and liability method. Under this method, deferred 
income tax assets and liabilities are recognized for toe future tax consequences attributable to 
temporary differences between the financial statement carrying amounts of existing assets and 
liabilities and their respective tax bases. Deferred income tax assets and liabilities are measured 
using enacted tax rates expected to apply to taxable income in the years in which these temporary 
differences are expected to be recovered or settled. If based upon the weight of available evidence 
it-is .more-likely .than not that some or-alLoftoe-defeiied tax. assets. will-not-he-realized,~ valuation, 
allowances are provided. 
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Stock-Based Compensation 

The Company applies Accounting Principles Board (“APB”) Opinion No. 25, Accounting for Stock 
Issued to Employees, in accounting for its stock option plans. The Company has adopted the 
disclosure-only provisions of Statement of Financial Accounting Standards (“SFAS”) No. 123, 
Accounting for Stock-Based Compensation as amended by SFAS No. 148, Accounting for Stock- 
Based Compensation-Transition and Disclosure. Had compensation cost for all stock option grants 
been determined based on their fair value at die dates of grant, consistent with the method 
prescribed by SFAS No. 123, the Company’s net loss would have been increased to the pro forma 
amounts indicated below; 


(m thousands) December 31 



2003 

2002 

Net loss as reported 

$ (41,790) 

$ (75,109) 

Stock-b^d compensation charges for employee 
awards under the intrinsic value method 

170 

467 

Stock -based compensation determined under 
the fair value method 

(906) 

(2,011) 

Pro-forma net loss 

$ (42,526) 

$ (76,653) 


Fair Value of Financial Instruments 

The carrying amounts reflected in the accompanying balance sheets for cash and cash equivalents, 
restricted cash, accounts receivable and accounts pay^Ie approximate fair value due to the short- 
term nature of the instruments. Management believes diatthe carrying amount of the Company’s 
long-term debt approximates its fair value, based on borrowing rates currently available to die 
Company for debt with similar terms. 

Derivative Financial Instruments 

SFAS No. i'i'i. Accounting for Derivative Instruments and Hedging Activities, requires an entity to 
recognize all of its derivatives as either assets or liabilities on its balance sheet and measure those 
instruments 3t fair value. If the conditions specified in SFAS No. 1 33 are met, those instruments 
may be designated as hedges. Changes in the value of hedge instruments would not impact 
earnings, except to the extent that the instrument is not perfectly effective as a hedge. 

The Company does not enter into derivative transactions for speculative purposes; however, the 
Company enters into derivative transactions that meet SFAS No. i33’s definition of normal' 
purchases and sales and, therefore, are excluded from the accounting provisions of SFAS No. 1 33. 

Valuation of Long-Lived Assets 

The Company evaluates long-lived assets held and used by the Company for impairment whenever 
events or changes in circumstances indicate that their net book value may not be recoverable. 

When such factors and circumstances exist, the Company compares the projected undiscounted 
-foture-caslrflows-associated with-flie-related asset or group-of assets-overtheir estimatechisefuf 
lives against their respective carrying amounts. Impairment, if any, is based on the excess of the 
carrying ^ount over the fair value, based on market value when available, or discounted expected 
cash flows, of those assets and is recorded in the period in which the determination is made. 
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Goodwill and Purchased Intangible Assets 

In June 2001, the FASB issued SFAS No. 142, Goodwill and Other Intangible Assets. Under 
SFAS No. 142, amortization of goodwill is prohibited, and goodwill is subjected to reviews for 
imp^rment at least annually. Intangible assets with finite lives are ratably amortized to expense 
over the period they are economically usefiil. Intangible assets having indefinite useful lives are 
carried at cost and subjected to reviews for impairment at least annually. 

Reclassifications 

Certain prior period bdances have been reclassified in order to conform to the current year 
presentation. 

4. Acquisition of US PowerSolutions Corporation 

On June 26, 2002, the Company acquired US PowerSolutions Corporation (the “Acquired 
Business”). The transaction was accounted for as a purchase business combination. The Acquired 
Business was eng^ed in developing and providing billing and collection services for organizations 
in the utility industry. The Acquired Business was expected to enhance the Company’s ability to 
process and maintain customer billing data and enable the Company to enter the billing service 
provider industry. 

The consideration given included 1,281,973 sharesof Series I convertible preferred stock and 
forgiveness of $1.6 million of obligations owed to the Company, net of transaction fees of 
approximately $606,000. As of December 3 1, 2003 and 2002, die Company had issued 1,180,748 
and 1,091,525 shares, respectively, of Series I convertible preferred stock incormection with the 
acquisition. As of December 31, 2003, the remaining shares with a value of approximately 
$515,000 have been included in accrued liabilities. 

The purchase price was allocated to the tangible and intangible assets acquired and liabilities 
assumed based on estimates of fair value at the acquisition date. 

The following table shows the allocation of the purchase price for the Acquired Business: 

(m thousands) 

Value assigned to assets and liabilities acquired 


Cash and cash equivalents $ 33 

Accounts receivable and other assets 564 

Intangible assets; 

C^italized software 545 

Goodwill 8,359 

Short-term liabilities (2,107) 

Long-term li a bilities (190) 


Net assets $ 7,204 


In December 2002, the Company concluded that it would not expand its business and become a 
billing service provider. As a result, the Company determined its goodwill was impaired under the 
provisions of SFAS No, 142 and recorded an impainnent charge of $8.4 million. 
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5. Detail of Certain Balance Sheet Accounts 
Accounts Receivable 

Accounts receivable, net consisted of the following: 


(in thousands) 

2003 

2002 

Trade accounts receivable 

$ 56,903 

$ 52,088 

Unbilled accounts receivable 

18,143 

15,260 

Other receivables 

2,482 

519 


77,528 

67,867 

Less - Allowance for doubtful accounts 

(29,008) 

(15,577) 


$ 48,520 

$ 52,290 


At December 31, 2003, other receivables included reimbursable amounts from an Ohio incumbent 
utility of approximately $1.5 million related to transmission-related chaiges collected from the 
Company’s customers and approximately $520,000 related to a state grant from New York. 

Property and Equipment 

Property and equipment, net consisted of the following: 


(in thousands) 

2003 

2002 

Computer hardware 

$ 2,957 

S 2,520 

Purchased computer software 

6,852 

6,519 

Fumitore, fixtures and vehicles 

1,266 

1,253 

Web site development costs 

1,346 

1,346 

Other 

175 

197 


12,596 

11,835 

Less - Accumulated depreciation and amortization 

(8,791) 

(5,973) 


$ 3,805 

$ 5,862 


At December 31, 2003 and 2002, propert>', equipment and software under capital leases had a cost 
basis of approximately $ 178,000 and $282,000, respectively. Amortization of property, equipment 
and software under c^^^i^al leases totalled approximately $73,000 for each of the years ended 
December 31, 2003 and 2002. The Company recorded depreciation and amortization expense for 
the years ended December 31, 2003 and 2002, of approximately $2.9 million and $2.8 million, 
respectively. 
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Accrued Expenses 

Accnied expenses consisted of the following: 


(in thousands) 

2003 

2002 

Accrued cost of revenue 

$ 3,153 

$ 13,293 

Accrued cost of revenue, related party 

56,639 

45,968 

Accnied payroll and benefits 

2,415 

1,652 

Accrued taxes 

1,668 

2,246 

Severence and lease terminations 

617 

- 

USPS acquisition accrued liability 

515 

969 

Litigation settlement liabilities 

1,000 

1,500 

Other accrued liabilities 

3,774 

5,043 


$ 69,781 

$ 70,671 


6. Debt 

Notes Payable 

The Company had $80.7 million and $54.6 million in long-term notes payable to stockholders 
(“Notes Payable”) as of December 3 1, 2003 and 2002. All Notes Pay^le outstanding as of 
December 3 i , 2003 and 2002 accrue interest at the rate of 9% per annum and are due the earlier of 
June 1, 2007 or die tenth day following a qualified public offering. Notes Payable includes accrued 
and unpaid interest of approximately $6.1 million and $9.2 million as of December 31, 2003 and 
2002, respectively. 

In March 2002, $9, i million of the unpaid principal balance of the Notes Payable was converted 
into 1,788,605 shares of the Company’s Series H convertible preferred stock. In June 2002, in 
connection with the Company’s issuance of additional Notes Payable, described below, the interest 
rate on the remaining Notes Payable was increased to 9% per year, and the maturity date was 
extended to the earlier of June 1, 2007 or the tenth day following a qualified initial public offering 
of the Company’s common stock. In addition, the Notes Pay^le were modified to permit holders, 
at any time, to convert the Notes Payable into shares of the Company’s common stock at the 
conversion price in effect on the date of conversion. 

In June 2002, the Company entered into a Fxmding Agreement with certain of its principal 
stockholders. Pursuant to this agreement, these stockholders agreed to lend the Company up to 
$ 1 0 0 million for working capital needs. In November and December 2002, the Company 
borrowed $10.0 million, the full amount available under the Funding Agreement. The unpaid 
principal balance of these additional Notes Payable accrues interest at the rate of 9% per year; 
^cmed interest is capitalized each June 30 and December The addit ional Notes Pa y^le will 
be due, along witlT^crued interest, on the earlier of June 1, 2007 or the tenth day following a 
qualified initial public offering of the Company’s common stock. The holders of the Notes 
Payable may, at any time, convert the Notes P^able into shares of the Company’s common stock 
at the conversion price in effect on the d^e of conversion. 
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In May 2003, the Company borrowed $10.0 million by issuii^ to certain of its stockholders 2003 
Series 1 Convertible Promissory Notes f'Series I Notes”) in an aggregate original principal amount 
of $10,0 million. The unpaid principal balance of these Series 1 Notes accmes interest at the rate 
of 9% per year; accrued interest is capitalized each June 30 and December 3 1 . These Series 1 
Notes will be due, along widi accmed interest, on die earlier of June 1, 2007 or the tenth day 
following a qudified initial public offering of the Company’s common stock. A holder of diese 
Series I Notes may, at any time, convert these notes mto shares of the Company’s common stock at 
the conversion price in effect on the date of conversion. 

In June 2003, the Company borrowed $10,0 million by issuing to certain of its stockholders 2003 
Series 2 Convertible Promissory Notes (“Series 2 Notes”) in an aggregate original principal amount 
of $ 10.0 million. The unpaid principal balance of these Series 2 Notes accrues interest at the rate 
of 9% per year; accmed interest is capitalized each June 30 and December 3 1 . These Series 2 
Notes will be due, along with accrued interest, on the earlier of June 1, 2007 or the tenth day 
following a qualified initial public offering of the Company’s common stock. A holder of these 
Series 2 Notes may, at any time, convert these notes into shares of the Company’s common stock at 
the conversion price in effect on the date of conversion. 

Long-Term Accrued Liabilities 

In conjunction with the release of approximately $15.0 million of restricted cash in February 2003, 
certain stockholders guaranteed reimbursement of Letters of Credit issued for the benefit of the 
Company. In return for this guarantee, the Company agreed to pay these stockholders a fee in the 
amount of 9% per annum on the amount guaranteed. This fee is accmed during the year and 
capitalized as a note payable upon the anniversary of the guarantees, The tenns of the guarantees 
are for 5 years. The Company had $1.5 million of guaranteed fees payable to stockholder as of 
December 31, 2003. 

In a separate transaction, certain stockholders gu^anteed reimbursement of Letters of Credit 
totaling $6,8 million for the benefit of the Company. The amount of these guarantees and the 
related Letters of Credit are decreased annually by pre-established amounts. In return for this 
guarantee, the Company agreed to pay these stocl^olders a fee in the amount of 9% per annum on 
the amount guaranteed. This fee is accmed during the year and capitalized as a note payable upon 
the anniversary of the guarantees. 

Both of these Letter of Credit arrangements provide collateral for operating activities. 

7, Capital Stock 
Common Stock 

Tlie Company is authorized to issue 150 million shares of common stock with a par value of $0.01 
per share and 25,7 million shares issued and outstanding asof December 31, 2003. The 
CompanyJias reserved-^proximately 124_millioiioQmino ji ..shares tn he availahlft fonthe^ 
conversion of its preferred stock, convertible notes payable and for exercise of its stock options. 


13 


IVIAV013247 



Green Mountain Energy Company 
Notes to Financial Statements 
December 31. 2003 and 2002 


4482 


Eflfective December 2001, the Company entered into a marketing services agreement with an 
advertising agency. Under the agreement, the Company agreed to pay the agency a certain 
monthly fee and certain expenses and mark-ups on any media buys. The Company paid a portion 
of these fees by issuing 29,469 shares of the Company’s common stock valued at $5.09 per share to 
the agency during 2002 for past services perfoimed. The Company also agreed to issue such 
agency additional shares of common stock if the ^«icy’s efforts resulted in certain numbers of 
customers for the Company in 2002. No additional shares were issued due to die performance 
goals not being attoined. The Company incurred expenses of ^proximately $2.3 million during 
the year ended December 3 1 , 2002 related to this agreement. During 2003, the Company 
terminated its agreement for services with the ^vertising agency. 

During 2003, the Company issued 10,000 sl^es of common stock with a fair value of $50, 900 as 
payment to resolve a dispute with a recruiting firm regarding contingent compensation related to 
services provided. Additionally during 2003, the Company issued 20,000 sh^s of common stock 
with a fair value of approximately $ 1 02,000 as payment to a consulting firni for services provided. 

Notes Receivable from Stockholders 

As of December 31, 2003, the Company had notes receivable from stockholders totalling $2,2 
million that were due and payable as of that date. These notes were delivered to the Company by 
certain employees and consultants pursuant to the tenns of the Company’s 1999 Employee Equity 
Purchase Plan. Generally, the notes represent 50% of the purchase price of the shares of the 
Company’s common stock purchased pursuant to die Plan. Repayment of each note is 
collateralized by a pledge of the shares of the Company’s common stock purchased by the 
employee. The notes were issued during the year ended December 3 1 , 1999, Principal and interest 
accrued at the mte of 6% per annum and were due upon maturity. During 2003, the Company 
forgave a loan of approximately $253,000 to a former officer of the Company, The proceeds from 
the loan were originally used to purchase Company stock which is still owned by the former officer 
of the Company. As of October 2004, all balances due on the notes receivable were paid in full 
through the return of the common stock originally purchased. 
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Convertible Preferred Stock 

Tbe Company is authorized to issue 75 million shares of preferred stock with a par value of SO.Ol 
per share. The Company’s preferred stock may be issued from time to time in one or more series 
as may be designated by the Company’s board of directors. Following is a summary of the 
outstandii^ series of preferred stock of the Company as of December 3 1 , 2003 : 



Date 

Shares 

Shares Issued 

Cash 

Liquidation 

Shares 

Designated 

Authorized 

and Outstanding 

Proceeds 

Value 

Series A 

April 2000 

10,843 

10,843 

$ 36,000 

$ 36,000 

Series B 

April 2001 

11,591 

11,297 

57,500 

57,500 

Series E 

September 2000 

4,217 

4,217 

14,506 

14,506 

Series F 

September 2000 

4,217 

3,719 

13,947 

13,947 

Series G 

March 2001 

982 

589 

1,000 

3,000 

Series H 

March 2002 

4,736 

4,736 

15,001 

24,105 

Series I 

June 2002 

1,319 

1,181 

- 

6,010 

Series J 

June 2002 

3,929 

3,929 

20,000 

20,000 

Undesignated 

33,166 

- 

- 

- 



75,000 

40,511 

$ 157,954 

$ 175,068 


In March 2002, the Company issued 2,947,150 shares of Series H convertible preferred stock at 
$5.09 per share for total proceeds of $15.0 million. In addition, $9,1 million of its outstanding 
long-term debt to an affiliate of a stockholder was converted into 1 ,788,605 shares of Series H 
convertible preferred stock valued at $5.09 per share. 

In 2002, the Company issued 1,091,525 shares out of 1,281,973 sh^es of Series I convertible 
preferred stock to acquire substantially all of the assets of US PowerSolutions Corporation 
(“USPS”). In 2003, the Company issued an additional 89,223 shares of Series I convertible 
preferred stock in connection with the acquisition of the Acquired Business. As of December 31, 
2003, 101,225 shares of Series I convertible preferred stock had not been redeemed by USPS 
shareholders. 

Vt^ing 

The holders of all series of the Company’s convertible prefened stock are entitled to vote, together 
with the holders of common stock, on all matters submitted to stockholders for a vote. Each 
preferred stockholder is entitled to the number of votes equal to the number of shares of common 
stock into which each share is convertible at the time of such vote, 

Liquidation 

In foe event of anyjjquidation, dissplutiqn or yvinding up of the_Cpmpariypr a sale or other 
disposition of all or substantially all of foe assets of foe Comply, the holders of each series of 
preferred stock are entitled to receive, before any payment to the holders of common stock, an 
amount per share equal to foe stated value (purchase price) of such shares and no more. 
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Conversion 

The shares of ail series of the Company’s convertible stodc are convertible into the Company’s 
common stock at any time at the preferred stockholder’s option. The number of shares of common 
stock into which a share of preferred stock is convertible is based on a conversion price, which 
initially provides for the conversion of one share of preferred stock into one share of common 
stock. Tlie conversion price of each series of preferred stodk will be adjusted in the event 
additional shares of the Company’s common stock are issued or deemed issued in an amount less 
than the convemion price in effect on the dtde of the issuance or deemed issuance of such common 
stock. In addition, the conversion price of each series of preferred stock will be adjusted 
downwaid in the event of stock splits, stock dividends or other dilutive events as described in each 
series’ certificate of designation. On October 10, 2003, the conversion price of the Series B, G, H, 

I and J convertible preferred stock was adjusted from $5.09 per share to $5.01 per share as a result 
of the issuance of employee stock options with an exercise price of $3.50 per share. On February 
24, 2004, the conversion price of the Series B, G, H, I and J convertible preferred stock was further 
adjusted from $5.01 per share to $4.99 per share as a result of tiie issuance of additional employee 
stock options with an exercise price of $3.50 per share. 

Dividends 

The holders of each series of preferred stock are entitied to receive, when and as declared by the 
Board of Directors and out of funds legally available, non-cumuiative dividends in preference and 
priority to any payment of any dividend on common stock. Through December 31, 2003, no 
dividends have been declared or paid by the Company. 

8. Stock Option Plans 

The Company has two stock option plans; the Second Amended and Restated 1999 Stock Option 
Plan (the “1999 Plan”) and the Limited Participant 2000 Stock Option Plan (the “2000 Plan”), The 
1999 Plan currently provides that 8,646,909 sh^es of the Company’s common stock can be 
awarded as options. The 2000 Plan currently provides that 250,000 shares of the Company’s 
common stock can be awarded as options. The 1999 Plan and the 2000 Plan allow the Company’s 
board of directors to adjust the number of shares of the Company’s common stock available to be 
awarded as options. The options granted under these plans give plan participants the right, subject 
to certain terms and conditions, to purchase common stock of the Company, 

The stock option plans provide for the grant of incentive and/or nonqualified stock options to 
directors, employees and consultants. The 1999 Plan also provides for the grant of stock 
appreciation rights. The stock options and stock appreciation rights granted under these plans have 
exercise prices ranging from $3.32 to $6.67 per share. Under the 1999 Plan, incentive stock 
options may be granted to directors or consultants at prices not lower than 100% of the friir maricet 
value of the Company’s common stock at the date of grant as determined by the board of directors. 
Under the 2000 Plan, incentive stock options may be granted to employees, and non-statutory stock 
.options may be granted. to directoi:s_and consultants, 5t_prices not lower than 85% of the fair market 
value of the Company’s common stock at the dale of grant as determined by the board of directors. 
In addition, options awarded under the 2000 Plan to a beneficial owner of 10% or more of the 
Company’s voting stock must have an exercise price no lower than 110% of the fair market value 
of the Company’s common stock at the date ofgrant as determined by the board of directors. 
Generally, options vest over a four year period (25% at end of the first year from date of grant, and 
6,25% on the first day of each subsequent calendar quarter) and are exercis^le for a period of ten 
years from the date of grant. 
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The Company applies APB Opinion No. 25 and related interpretations in accounting for its stock 
option plans. Accordingly, no compensation cost has b^n recognized for grants under the stock 
option plans, except for grants made to employees with exercise prices less than the estimated fair 
market value of the underlying common stock on die dates of grant and to individuals other than 
employees for services provided to the Company. The Company has recorded deferred 
compensation for the fair value of grants m^e to non-employees. Deferred compensation is being 
amortized to expense over the vesting period of the options. 

The fair value of each option grant to employees is estimated on the date of grant using the 
minimum value method with the following weighted average assumptions used for grants during 
the following years: 


2003 2002 


Volatility $ - $ 

Dividend yield 

Risk-free interest rate 2.12% - 3.08% 2.58% - 4.46% 

Expected life 4 years 4 years 

A summary of the status of the Company’s stock option plans is presented below: 


Options Outstanding 



Shares 

Weighted 
Average Exercise 
Price 

Outstanding December 3 1 , 200 i 

7,589,137 

$ 5.26 

Granted 

1,718,350 

5.09 

Forfeited or expired 

(450.991) 

15.87 

Options exercised 

(3,100) 

3.59 

Outstanding December 31, 2002 

8,853,396 

4.69 

Granted 

1,652,000 

3.50 

Forfeited or expired 

(4,452.362) 

4.45 

Options exercised 

- 


Outstanding December 31, 2003 

6,053,034 

$ 4.56 


Hie weighted average feir value per share of options granted during 2003 and 2002 was $0.39 and 
$0.61, respectively. Forfeitures generally relate to expiration of options under earlier stock option 
plans and the tennination of employees. 
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The following table summarizes information ^30ut stodc options outetanding as of December 3 1 , 
2003: 



Options 

Outstandine 


Options 

Exercisable 

Range of 
Exercise 

Prices 

Number 

Weighted 

Average 

Remaining 

Contractuai Life 

(Years) 

Wei^ted 

Average 

Exercise 

Price 

Number 

Weighted 

Average 

Exercise 

Price 

S3.32-S6.67 

6,053,034 

7.4 

$ 4.56 

3,225,625 

S 4,91 


TTie Company granted stock appreciation rights representing 204,897 shares of common stock to 
certain employees during the year ended December 3 1, 1999. The options had an exercise price of 
$6.67 per share and the holder can receive a weighted average maximum payment of $5,70 per 
share. None of the options have been exercised and 120,300 options have been forfeited (these 
forfeitures are reflected in the table above) as of December 31, 2003, The remaining stock 
appreciation riglits of 84,597 shares of common stock are exercisable as of December 31, 2003. 

No compensation expense has been recognized by the Company related to these stock appreciation 
rights as the estimated fair value of the common stock is below the exercise price of $6.67 per 
share. 

Warrants 

In 1997, the Company issued to certain consultants and advisors warrants entitling the holders to 
purchase, in the aggregate, 1 1,940 shares of common stock at $75.40 per share, These warrants 
were exercisable upon issuance and expired in August 2002. 

In April 2001, the Company issued to two stockholders separate Series B warrants entitling each of 
these stockholders to purchase up to 98,300 shares of the Company’s common stock at $0.01 per 
share. These warrants were issued in connection with the stockholders’ purchase of shares of the 
Company’s Series B convertible preferred stock. These warrants were exercised in 2002, with a 
total of 196,600 shares of common stock being issued. 
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9. Commitments and Contingencies 
Power Supply Agreements 

In 2001, the Company began obtaining its primary electricity supply from an affiliate of a 
stockholder of the Company (the “Affiliate”). As of December 31, 2001, substantially all ofthe 
power purchased by the Company on the wholesale electricity market was being purchased through 
arrangements between the Company and the Affili^, although the Company has the ability to 
decide to purchase electricity widioutthe assistance or involvement ofthe Affiliate in the fiiture. 
These arrangements were set out in ^ energy services agreement entered into by the Company and 
the Affiliate in September 2000, This t^reement expired in December 2003 and was replaced with 
an amended and restated energy services agreement dated as of October 15, 2004 (“Amended 
ESA”). The principal financial terms ofthe Amended ESA apply from January 2003 and expire in 
December 2006. Theremainingtermsapplyfrom January 2004 to December 2006. The Company 
maintains credit and security arrangements with the Affili^ to ensure that the Affiliate will be 
paid for the power supply. The affiliate also trades in the wholesale electricity market for its own 
account. 

In general, under the Amended ESA, the Company from time to time enters into transactions with 
the Affiliate to buy power and in turn, the Affiliate enters into legal obligations to buy power from 
electricity wholes^ers. The Affiliate generally matches the Company’s aggregate customer load 
requirements, and for significant portions of the Company’s power supply, the wholesale prices are 
fixed for the terms of the respective transactions. The Affiliate purchases electricity on behalf of 
the Company at the Company’s request and passes on the cost of this electricity and certain related 
charges, including the costs of transmission, ancillaiy services and imbalance energy, to the 
Company. 

During the year ended December 3 1, 2001, the Company entered into a power purchase agreement 
with the Affiliate to purchase a portion of the Company’s electricity supply. The Affiliate entered 
into a corresponding contractual arrangement with a third party which subsequently filed for 
bankruptcy, thereby defaulting under its agreement with the Affiliate. Based upon this default, the 
Affiliate terminated the power purchase agreement with the Company and as a result, the Company 
became obligated to pay the Affiliate for the difference between Ae contract price for the supply 
under the agreement and the market price. The Company estimated the total amount of this 
settlement at approximately $2.7 million in 200 1 and in 2002 lowered the estimate by 
approximately $356,000, based on estimated megawatt hours to be purchased over the remaining 
life of the agreement. The Company recorded this amount as contract termination coste. This 
amount is payable ratably each month from January 2004 through December 2006. 

In addition to the arrangement with the Affiliate, the Company maintains minor agreements with 
various wholesale power suppliers (one of which is an affiliate of a stockholder of the Company), 
including the owners of wind and solar power generation facilities. Generally, these agreements 
..are ...effective _fer.periQ.ds ranging from two. years to fifteen years,. Mpst.pf such_supRliers require the 
Company to maintain credit and security arrangements. Most are for a fixed price, except one 
contract is at market price and one is adjustable according to a formula agreed to by the parties. 

Ail do not contain specified future minimum commitments However, almost all of these 
agreements require the Company to purchase all output from the wind or solar facility. In 2003 
and 2002, the cost under these ^reements amounted to approximately $2.4 and $2. i million, 
respectively, and such amounts have been reflected in cost of revenue in die accompanying 
statements of operations. 
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As of December 31, 2003, the Company, under power purchase agreements, commitments for 
net purchases of 10.0 million megawatt houre of electricity at fixed prices ranging from $20.40 to 
$56.50 per megawatt hour through 2006. 

In addition to purchasing power to meet its electricity supply obligations, the Company also 
purchases Green Tags to supply and support the Company’s electricity and electricity-based 
products. Green Tags represent the environmental attributes associated widi electricity generated 
by renewable or other similarly beneficial generation resources, which the Company uses to 
support its mariceting claims. A portion of die Company’s Green Tag supply is purchased from the 
Affiliate through the arrangement described above. 

In June 2CK)3, the Company entered into an agreement with an energy provider to purchase 3.2 
million Green Tags from 2004 tiirough 2008 for a total purchase price of $28.8 million. In 
conjunction with this arrangement, the Company also acquired the naming rights for the West 
Texas wind generation facility that produces Green Tags. 

In Edition to the arrangement with the Affiliate, the Company purchases Green Tags through fixed 
price agreements with other suppliers. Generally, these agreements are for immediate purchase or 
are effective for up to three yeara. Some contain minimum commitments or require the Company 
to purchase all output of Green Tags from a particular facility. In 2003 and 2002, the total cost of 
Green Tags for the Company amounted to approxim^ely $6.5 million and $8.8 million, 
respectively, and such amounts have been reflected in cost of revenue in the accompanying 
statements of operations. 

Market Changes 

In May 2003, the Company decided to discontinue service to approximately 3,000 residential 
customers in California. Current regulaticms preclude the expansion of residential business and add 
difficulty to continued service for current customers. In addition, the current supply contract for 
these customers expired in May 2003, and the Company decided that the contract would not be 
renewed. The Company’s California market generated approximately $474,000 and $2.2 million 
of the Company’s revenue for the years ended December 31, 2003 and 2002, respectively. The 
Company has folly reserved all remaining accounts receivable, approximately $470,000, as of 
December 3 1, 2003. 

In March 2003, the Company discontinued service to at! of its ^proximately 1 ,300 customers in 
Connecticut. The Company took this action because of a low, fixed standard offer rate that had a 
negative effect on retail competition, recently adopted regulations that made it cost prohibitive to 
bring less-polluting electricity into Connecticut, and a lack of evidence that a competitive 
electricity market would soon develop in the state. The Company’s Connecticut maiicet generated 
approximately $192,000 and $478,000 of the Company’s revenue for the years ended December 
3 1, 2003 and 2002, respectively. The Comply has folly reserved all remaining accounts 
receivable as of December 3 1 , 2003 . 

The Compaiy’s three-year agreement to provide competitive default service to residential 
customers in Pennsylvania expired in Januaiy 2004. Approximately 28,000 customers serviced 
pursuant to this agreement were returned to the incumbent utility, after which, the Company 
continued to serve approximately 39,000 customers in Pennsylvania. 
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In December 2003, the Company’s Tr^emark License and Services Agreement with an incumbent 
utility in Oregon expired. In January 2004, the term of a similar agreement with another Oregon 
incumbent utility was extended through December 20(^. Pursuant to this extended ^reement, the 
Company provides supply, marketing and sales servi«s to the incumbent utility in connection with 
the utility’s offering of less-polluting electricity. As of December 31, 2003, approximately 2 1,000 
customers had selected this offering. 

Operating Leases 

The Company leases its office facilities under various operating leases. Future minimum rental 
payments required under the leases existing as of December 31, 2003 are as follows; 


Year Ended December 31, 

2004 

2005 

2006 

2007 

2008 and thereafter 

Total minimum lease pa>'ments 


Operating 

Leases 

$ 1,288,968 
569,511 
56,700 


$1,915,179 


Lease expense under these operating leases was approximately $2.0 and $1.5 million for the years 
ended December 31, 2003 and 2002, respectively. 

The Company also leases certain equipment under capital lease arrangements. Total commitments 
for capital leases were approximately $ 178,000 and $287,000 at December 3 1 , 2003 and 2002, 
respectively. In May and June 2003, a buyout was made of certain capital lease arrangements for 
an amount of approximately $52,000. The remaining capital lease commitments will be paid in 
2004. 


Insurance 

The Company carries a broad range of insurance coverage, including general liability, workers* 
compensation, directors’ and officers’ liability, and an umbrella policy. Tbe Company has not 
incuired significant claims or losses on any of these msurance policies. 

Legal Proceedings 

The Company is currently involved in matters regarding pending or threatened litigation in the 
norm^ course of business. Management does not expect the ultimate resolution of these matters to 
have a material adverse effect on die Company's financial statements. 

In May 2003, the Company entered into an agreement with a foirner vendor setding breach of 
-contractciaims asserted by the vendor against the Company _and by _the Comp an y against foe 
vendor. TTiis agreement requires foe Company to pay the vendor $ 1 .5 million doUais in 
installments over a term expiring in 2006. The Company accrued this amount in full as of 
December 31, 2002 and paid $500,000 during 2003. 
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In August 2003, the Public Utilities Commission of Ohio CTUCO”) approved an agreement 
entered into by the Company and several other parties, including incumbent utilities in Ohio, 
settling a complaint brought by the Company and another competitive retail electric service 
provider before the PUCO. This agreement lequires the incumbent utilities to make certain 
changes to the way they credit customer payments to the Company. This has resulted in timelier 
customer remittances and has improved Ae rate at which customer arrears are brought current. 

In October 2003, three incumbent utilities in North-eastern Ohio filed an application with the 
PUCO seeking approval of a plan to change to tite regulatory structure of the retail electricity 
markets in these utilities’ service territories (“Incumbents’ Plan”). The requested changes would 
have applied during 2005 through 2008 and would have adversely affected the profitability of the 
customers served by the Company in North-eastern Ohio during that time. The Company and a 
number of other market participants opposed die Incumbents’ Plan. 

After a hearing, the PUCO approved the Incumbents’ Plan widi several changes. One important 
change was to set 2005 shopping credits at the level requested by the Comply. This will allow the 
Company to sell electricity at expected prices, rather than the lower prices that would have ^plied 
under the Incumbents’ Plan. The Incumbents’ Plan also included several improvements for 2006 
through 2008. However, these improvements alone will not create a regulatory structure within 
which the Company can earn a profit in Northeast Ohio during 2006 through 2008, The Company 
will try to remedy this by seeking lower-cost wholesale supply and suggesting changes to the 
aggregation contract under which the Company serves its Northeast Ohio customers. It is uncertain 
whether the Company will be able to obtain eitiier of these. 

As part of its approval and modification of the Incumbents’ Plan, the PUCO required a competitive 
wholesale auction to be held. This auction is scheduled for December 2004 and will test whether 
the generation pricing contained in the Incumbents’ Plan is competitive. If the PUCO decides that 
the auction results would provide better generation pricing, the Incumbents’ Plan will not go into 
effect and the utilities’ gener^ion pricing for 2006 torough 2008 will be based on the auction 
results. The PUCO has armounced that if the Incumbents’ Plan survives this first auction, it may 
use auctions in later years to again test the Incumbents’ Plan’s competitiveness. The Company will 
not know what its pricing will be during 2006 through 2008 until these auctions have been held and 
either approved or rejected by the PUCO. The Company believes the PUCO will rule on the first 
auction during the first calendar quarter of 2005 , 

The PUCO’s modification and approval of die Incumbents’ Plan has been appealed to the Supreme 
Court of Ohio. The Company has not yet joined that appeal. It is not certain when a decision on 
the appe^ will be made. A variety of outcomes are possible. Several could lead to further changes 
in the regulatory structure for 2006 through 2008. 
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10. Related-Party Transactions 

Energy Services to California Commercial Accounts 

The Company entered into a multi-facility energy services agreement with the Affiliate (see Note 
9) under which the Company provided power to certain commercial accounts in C^ifomia. Under 
the agreement, such accounts paid the Company for power service at a rate discounted to the 
applicable tariff rates charged by the incumbent utilities. The ^reement allocated responsibilities 
between the Company and the Affiliate with respect to metering, electronic data exchange and 
billing. A related letter agreement also provided for supply from the Affiliate to serve the 
commercial accounts. The Affiliate terminated tihis agreement in 2004 (see Note 13). 

Power Supply Services 

On October 1 5, 2004 the Company entered into the Amended ESA with the Affiliate (see Note 9). 
This agreement replaced an earlier eneigy services agreement entered into by the Company and the 
Affiliate in September 2000 (“ESA”). In general, under the Amended ESA, the Company frem 
time to time enters into transactions with the Affiliate to buy power, and in turn, the Affiliate enters 
into legal obligations to buy power from electricity wholesalers. The Affiliate generally matches 
the Company’s aggregate customer load requirements, and for significant portions of the 
Comply ’s power supply the wholesale prices are fixed for the terms of the respective transitions. 
Under the Amended ESA, the Affiliate purchases electricity on behalf of the Company at the 
Company’s request and passes on the cost of this electricity imd certain related charges, including 
the costs of transmission, ancillary services and imbalance energy, to the Company. These 
arrangements under the Amended ESA are substantially similar to those under the ESA. The 
Company recorded approximately $300.3 nullion and $180.3 million in 2003 and 2002, 
respectively, in cost of revenues for power supplied by the Affiliate under the ESA and the 
Amended ESA. 

In January 2002, the Company entered into a power purchase agreement with an affiliate of a 
stockholder of the Company to purchase all output from solar power generation facilities for a ten 
year period at a fixed price. The Company paid approximately $18 1,000 and $97,000 in 2003 and 
2002, respectively, under this agreement. 

Administrative Services and Support 

In April 2001, the Company entered into a services and support agreement with the Affiliate (see 
Note 9). Pursuant to this agreement, the Company issued 405,923 shares of common stock valued 
at $5.09 per share to a current stockholder that is an affiliate of the Affiliate in consideration for the 
provision of certain administrative and energy-related consulting services to the Company by the 
Affiliate. Tlie Company recorded approximately $2. 1 million as deferred consideration and 
completed amortizing this balance to operating expense during 2002, amortizing approximately 
$300,000 during the year ended December 31, 2002. This agreement expired on April 1, 2002. 
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Credit and Security Arrangements for Power Supply 

The Company maintains credit and security arrangements with the Affiliate to provide credit 
support on behalf of the Compsuiy for energy and supply purchases from energy and supply 
wholesalers. On virtually all transactions undertaken by Ae Affiliate on behalf of the Company, 
the Company, in lieu of posting security in the form of a bond or Letters of Credit in favor of to the 
Affiliate, pays the Affiliate a fee equal to a percentage of the notional value of the transaction, 
which fee is paid by the Company over a teim equal to the terra of the electricity purchase 
transaction. In addition, the Company agreed to grant the Affiliate a first-priority security interest 
in the Company’s account receivables, see further discussion in the following paragr^h. If the 
Company fails to cure a default within 10 days after receiving notice of such default, ffie Affiliate 
may terminate its relationship witii the Company and accelerate die maturity of ail amounts 
payable. The Company recorded approximately $5.3 million and $4.1 million for the years ended 
December 3 1 , 2003 and 2002, respectively, of other financing costs related to the credit and 
security arrangement. 

The Company and the Affiliate have also agreed to a number of security agreements under which 
the Company granted the Affiliate a first-priority security interest in, among other things, all of the 
Company’s present and future accounts receiv^le, and the proceeds there from, attributable to its 
customers in California, Texas, Ohio, Pennsylvania, New Jersey and Connecticut. In addition, the 
Company agreed to indemnify the Affiliate gainst, among other things, all claims brought against 
the Affiliate arising from the joint and several indemnity of Bank One, N.A. (“Bank One”) by the 
Company and the Affiliate under an escrow agreement, as described below, other than arising from 
the negligence or willfiil misconduct of the indemnified party. The security agreements will 
continue in effect until all amounts due from the Company to the Affiliate for energy supply 
services have been paid. 

The Company, the Affiliate and Bank One agreed to die terms of a multiparty blocked account 
agreement, which concerns the Company’s demand deposit account at Bank One into which 
virtually all of the Company’s customer receivables are deposited. Under the agreement, the 
Affiliate has the exclusive right to direct and provide instructions to Bank One as to the disposition 
of all amounts deposited into the account. The Company and the Affiliate have agreed to 
indemnify Bank One on a joint and several basis from all claims, demands, losses, liabilities and 
expenses resulting from the agreement or Bank One’s services provided thereunder. The Affiliate 
or Bank One may terminate this agreement upon thirty days’ notice to the other parties. 
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Finally, the Company and die Affiliate agreed to Ae tenns of an escrow agreement whereby the 
parties agreed that Bank One, as escrow ^ent, would transfer customer receivables ftom the 
Company’s demand deposit account to an escrow account as of the close of each business day. On 
a monthly basis, die Company must instruct Bank One to disburse the fends in the escrow account, 
6ist, to the Affiliate in a specified amount (in satisfaction of amounts that are owed to the Affiliate) 
and, then, any remaining amount to the Company. In exchange for its services, the Company 
agreed to pay Bank One certain fees in connection with providing these escrow activities. Ihe 
Company is also liable to Bank One for its out-of-pocket expenses as well as for any extraordinary 
services, such as travel and legal services that Bank One may incur pursuant to the agreement. In 
the event that the Company is in default under any of the above agreements and the Affiliate 
delivere a sworn affidavit to that effect to Bank One, the Affiliate will be entitled to receive all of 
the properly in the escrow account. Furthermore, the Company and the Affiliate agreed to 
indemnify Bank One, joint and severally, fiom all costs, losses, liabilities and expenses resulting 
from either the agreement or Bank One’s services. The escrow agreement will remain in effect 
until Bank One receives written confirmation that the security agreements have been terminated 
and that no amounts remain payable by the Company to the Affiliate for the obligations secured 
thereby. 

During 2003, the Company and the Affiliate agreed to close die escrow account. The Company 
^d the Affiliate agreed to utilize a separate account where customer receivables are deposited and 
subsequently disbursed to the Affiliate on a daily basis until satisfaction of current amounts owed 
to the Affiliate are paid in fell. 

11. Income Taxes 

The Company has generated losses since its incorporation in 1999, but it has not recognized any 
federal or state tax benefit resulting from such losses due to uncertainties regarding the Company’s 
ability to utilize the losses in its future tax returns. 

As of December 31, 2003, the Company has a net operating loss (“NOL”) carryover of 
approximately $242,2 million and a Research and Development Tax Credit carryover of 
approximately $0.6 million, which may be available to offset future U.S. taxable income and taxes, 
These carryovers will begin to expire in 2020, if not utilized. Utilization of the net operating losses 
and tax credits may be subject to a substantial annual limitation due to the “change in ownership” 
provisions of the Interad Revenue Code of 1986. The annual limitation may result in the 
expiration of net operating losses and tax credits before utilization. 

The Company has net deferred tax assets of approximately $ 105. 1 million and $89.3 million as of 
December 31, 2003 and 2002, respectively, which represent fee NOL carryover, the tax credit 
carryover, and differences between the book and tax bases of various assets and liabilities. Due to 
the uncertainty surrounding the realization of these deferred tax assets, a valuation allowance of 
$105.1 million and $89.3 million as of December 31, 2003 and 2002, respectively, has been 
established^^aiffst such assets. “ Thirvafuatixjn allowance-will be feversed-through the-statement of- 
operations as the deferred tax assets are utilized or when it is determined that it is more likely than 
not that these assets will be realized. 

The Company’s provision for income taxes differs from the expected tax benefit amount computed 
by applying the statutory federal income tax rate of 34% to loss before income taxes due primarily 
to changes in the valuation allowance of $15.8 million. 
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12. Employee Benefit Plan 

The Company has a defined contribution plan for its employees. The plan provides for employee 
contributions, discretionary Company contributions and a Company matching contribution equal to 
50 percent of each employee’s contribution up to the first six percent of such contribution. Both 
the employee and Company contributions vest immediately. The Company made cash 
contributions of approximately $292,000 and $240,000 for the years ended December 3 1 , 2003 and 
2002, respectively. 

13. Subsequent Events 

In July 2003, the Company entered into a Trademark License and Services Agreement with a 
Florida incumbent utility, pursuant to which the Company will provide supply, marketing and sales 
services to the incumbent utility in connection witii the utility’s offering of less-polluting 
electricity. The Florida Public Service Commission approved foe utility’s offering in January 
2004. The Company began its mariceting and sales activities under this agreement in February 
2004. 

In March 2004, the Affiliate {see Note 9) terminated its agreement with the Company to provide 
electricity to (teitain commerci^ accounts in California. These were foe Company’s last California 
customers. 

In April 2004, the Company amended its February 2003 $15 million Letters of Credit facility with 
Bank One to create a $4 million revolving line of credit. The Company’s repayment obligations 
under this line of credit are secured by the same letters of credit provided by certain of its 
stockholders to secure foe Company’s reimbursement obligations under the letter of credit facility. 
The Company may borrow under the line of credit only to the ejdent of any unused portion of foe 
letter of credit facility and subject to a $4 million cap. The Company and Bank One have agreed to 
remove this and allow borrowing under the revolving line of credit to the full extent of any 
unused portion of foe letter of credit focility. The Company expects documents reflecting this 
agreement will be executed by December 2004. 

During October 2004, foe Company entered an Amended ESA with foe Affiliate. This Amended 
ESA sets forth the terms of the Company’s purchase of its primary electricity supply from the 
Affiliate (see Notes 9 and 10). 
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.- = gprfartedbv the Permanent 
Suhrommittee on Investigations, 


Rofaerteon To: Michels Bouche 

Sebi^t R»: bD 

Ai 9 we talking about July? \ did do June Hope wete not duplicating efforts. 

There's a lot gwng on {why does It always work this way?), keeps IHe interesting. 

CW Is selling hwo properfies in Co. to Quayle. I think where we^e getting is that Quayte wll! form 2 
subsidiaries which are U.S. Corps. Should know later today. WeVe talked with Bond and he's okay with 
the Castlecxeek purchasing properties that will be used by the"potanliar beneflciaries of the trusl This Is 
a non-reportabie item by the Trusts and the US. parties. Rodney Is doing the legal work. I sent to your 
office and Bond copies of the appraisals and selling prices Hope to ckjse this next week. 

Sam still has a contract pending on one property It is up to him to determine whether he wants to 
counter. I'm not sure what he’s going to do He seemed to be getting a little worried about the marketo 
and wasn't too sure he should be spending tlO - $14 million to purchase the property and then spending 
money on building housea 

D. Hanis has been raising hell about the money going into Green Mountain It's not that 1 doni think he 
should be. just adds one more stress level Currenfly he has agreed to fund through Sept I've had that 
discussion with both Sam and Evea Surprisingly. Sam did not explode, but it actually seemed to cause 
him to step back and re*think the money Is spending. We'll see what happens. Anyway. I do thlrrk we 
need to give notice to FUND to redeem $10 mHlIon for the SWenliaes to fund Green. Do you have time 
to give me a recommendation on needs to get redemption notices in before9/1? 

There's be some new trust regulations and ugly case law recently From several lawyers Mike and I have 
been strongly recommended that we rwj longer serve 8S“U.S. citizens", as protectors. We're thinking 
about forming a Channel Island corp that Is the protector. The owners would be Mike and I < 50% (stay 
out of the CFC rules) and you, David Hairis, David Bester. Oaughtery and Fullerlove the otoer owners 
Mike Is particularly concerned about all the bad press about Cayman lately That's why he's picking the 
Channel Islands WeVe thinking It might be good for the administrative fee from the trusts to be paid to 
this f»w corp and then hire ITC as an administrator. We're still exploring., ..Ill Keep you informed as we 
get further elong. 

Mi<hel!e Boucher <mboucher@candw.ky> on 08/18/9904:27:46 PM 




Michelle 8ou(^r«l 


8/1 8/99 04'.27:4a PM 


To; 

cc: 


Sheri RobsrtsaVM 


Subject: fs 


I finished Che consolidation, and did a reasonableness check ar the CVJ and 
SW and donestic consolidation levels, I had some questions fcr Elaine re: 
Brush Creei-s's holdings and valuations of SSfrJ, SE and HIKE A Iso, her 
suaimary sheets did not show Che correct MV |>er share, but had the right 
extended total market valce since they were pulled up frOM sub-sheets. 

Hopefully she'll respond first thing tomorrow end i can get he file sent to 
you tomorrow afternoon or night. If I can't get in the office Corrorww, 
lara will pick it up from me tomorrow night and upload it to you Friday 


Permanent Subcommittee on InvestigatiODS I 
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morning at the lateot. 

Michelle 
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Evan Wyly 

01/04/2000 02.17 PM 


To. Shari Robertson/ 

cc' mbouct«r@^ 

Sub]e<a: David Harris Me«ing 


3tacy Bryant 


Shari; Sam and I would like to meet with David Harris re. Michaels & Green Mountain when he is in 
Dallas next week on Thurs or Fri. 


Michelle; Sam would like us to have balarwe sheets for the IFG accounts and for the total trustee 
accounts. 


Confidential 
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Evan W^y 

04^25/2000 06X)1 PM 


To; David Han%| 

cc; Mic^elie Bout^r. Shari Roberteon/lg 
Wyly/ g 

Subject RE. Green Mow^aJnOl 


I'll request a copy the announcement 

The conv f«-ef was designed to make it easy to be sold in order to bring In institutions that Green Mountain 
thinks will be interested after the announcement H will be redeemaWe at the greater of cost or market 
value. 

Also, the approx. $5 million of US govt, securities that are In an account to enhance Green Mountain's 
credit for supply will be released at closing, since BP wifl be assisting with credit and supply. 

David Harris <DavidH(§>ifgint,com> 



To: evanw^y 
cc; 

Subject RE: Green McMjnlain 


Both your emails noted, can we have copies of announcments please . 

Qu in para 2 is if we want to sell on part of our conv pref can we do so 
without Bp's consent ? 

David 


From; evan_wylySq^|||||||||||||||^^ 

Sent: 25 April 

To: Pat Fitzpatrick; davidh^ 

Cc: Kenneth Jones; Kathy Harding; 'mboucherej 

Shari_Pobertson/|| 

Sam_Wyly/| 

Subject: RE; Green Mountain 

I Just heard the announcement will be next Tuesday in order to work out 
all 

the details of getting Lycos more prominently in the headline with BP. 
Green Mountain, BP and Lycos are all enthusiastic about the ir^rovement in 
the announcement. 


Forwarded by Evan Wyly/Maverxck on 04/25/00 10:03 AM • 


Evan Wyly 


04/25/00 09:54 
AM 

Kathy 


To: Pat Fitzpatrick 

d a V i dh 

ca Kenneth Jones 

Harding <}| 

, Shari 

Robert 3 on'Maverick 


Permanent Subcommittee on InvestigatioDS 
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> Mountain (Document link: Evan 


Subject: RE: Green 


wyly) 


> The announcement is being delayed until tomorrow so that Green Mountain 

> can 

> include Lycos in the announcement. 

> I did not understand your question in the second paragraph regarding EP 

> and 

> the sale of the convertible preferred. 

> 

> The $35 million will bring the total investment to 3.00 million for this 

> round, and it is in addition to the $? million earlier this month. The 

> timing will be $ 11.5 million at closing on June 1, 2000 and a commitment 

> to 

> $17.5 million on May 15, 2001, conditioned on the company achieving 

> certain 

> performance goals. We will forward documents to you soon with all the 

> specifics on the commitment. 


> Pat 

> 

> Fitzpatrick 



To: evan wyly 

cc: Kenneth Jones 

Harding <1 



Subject: RE: Green Mountain 


> 25th May 2000 


> Thank you for your email of 24th April. Am I right in presuming that the 
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> commitment required from us for USS35 million is to bring the total 

> investment in this round up to US$100 million. Additionally, does the 

> USS35 

> million include the USS7 million we put up earlier this month, or is it in 

> addition to that. 

> 

> Presumably BP have confirmed that they have no objection to our selling 

> our 

> convertible preferred on. 

> 

> Finally, you say "commitment”; are you actually looking to us to put cash 

> up at this stage, or just an irrevocable commitment to invest on an 'as 

> and 

> when called' basis. 


> For reasons beyond my control I will be leaving the office at 1pm today 

> but 

> I will be returning at 8pm. 


> If you do want to get hold of me this aftern oon our time pl ease give my 

> secretary, Pat Fitzpatrick, a call on 011 44 ^ 

> 

> Kind regards 


David A. Harris 
Chief Executive 


This email has been sent by my secretary to wjiqm_it was d ictated 
Note that my direct email address is davidhei 
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From: 

Sent: 

To: 

Subject: 


Keeley Heinington 

Thursday, A yil 1 0 , 2003 8:21 AM 

<mboucher@^||ilMII^ 

Re; FW; Fw: Green Mountain Energy Update 


Attachments: atfachtnent6.txt: Attachment 1.xls 


I sent them to David and told him we would circle back with him - there was a big GM 
meeting here yesterday IBP and Nuon flew in) . I am going to try to pump Evan about it 
tomorrow because I have a meeting with him tomorrow. I told David there was a meeting 
yesterday and we would get back to him shortly with the answer to his other questions. 

More importantly - are you having fun? 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


<mboucher@ViilV^^| 
04/09/03 06:57 PM 



Subject 

FW: Fw; Green Mountain Energy Update 


did you get with David Hams? has he been sent these? 


Original Message 

” evan_wy I y^HMmUmHIIIIIIIIIIIIIIHimi 

Sent; Tuesday, April OS, 2003 12:06 PM 
To; "khenningtc^ 

Cc: "mboucher^ 

Subject; Re; Fw: Green Mountain Energy Update" 


Permanen t Subcommittee op Ipvestigatiops 
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' — ■' n hvesi,V«i„„, 

Here are some comments. I should have more info after our meeting on Weds. 

* Are there revised cash flow forecasts 
{See attached file: Attachment l.xls) 

* Under costs what are "acquisitions" and "credit demand fee" 

Acquisitions refers to the cost of acquiring new customers. 

Credit demand fee is one of the fees paid to BP for the use of their balance sheet and 
trading assistance in hedging. 

Questions that are more for management ; 

* Why can't we pass on war related price increases. 

Prices are relatively slow to move. We are competing against regulated utilities that 
have to get approval for price Increases, which takes time. 

If we increase prices faster than the competition, then we will appear to have prices that 
are above the market. We do hedge existing customer load, so higher prices have primarily 
dampened near-term growth in new customers. 

* What do forecasts for new customers look like. 

This depends a great deal on how long market prices stay high, because aggregations are 
not attractive at these price levels. In other segments, we have slowed growth to 
conserve cash. 

* Selling the company ?To who and for how much ??? 

There would be a few potential strategic buyers. Companies who are already competing in 
the retail segment or utilities who are expanding their unregulated business, or companies 
in the commercial and industrial markets who would want to expand into retail. We haven't 
made inquiries yet, so it is difficult to evaluate what the price would be at this time. 


khenningto 


evan_wyly® 



cc: 

Energy Update 


04 / 08/2003 09:03 


AM 


Subject: Fw: Green Mountain 


Evan - these are the initial questions David has come back with and I can't help him with 
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any of the answers. Do you want to e-mail back to me and I will go back to him - or, 
would you like to talk to him directly?? 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-pubilc information. 

It is Intended to be conveyed only to the designated recipient (s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


— Forwarded by Keeley Hennington/htst on 04/08/03 09;04 AM 

David Harris 



To 


04/04/03 05:48 AM 


'Michelle Boucher’ 



cc 


Subject 

RE: Green Mountain Energy Update 


Keeley, 

It would be useful to spea)c with Evan/management . Before this though I have a couple of 
simple questions ; 

* Are there revised cash flow forecasts 

* Under costs what are ‘'acquisitions*' and "credit demand fee" 

Questions that are more for management ; 

* Why can’t we pass on war related price increases 

* What do forecasts for new customers look like 
Selling the company ?To who and for how much ??? 

Could you give me a call when you have a moment 


David Karris 
Director 

IFG International Limited 

Licensed by the Isle of man Financial Supervision Commission as a Corporate Services 
Provider 


Original Message 

From: Michelle Boucher 
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Sent : 

To: 

Subject : 

<< File: Attachment {4).xls >> David, 

Please find following some comments from Evan regarding the status of Greenmountain . If 
you would like to speak to him directly or consider arranging a call with the management 
at Greenmountain to more fully brief you on the situation, please contact Keeley and she 
will coordinate this for you. I will be out of the office tomorrow through next week. 
Michelle 


03 April 2Q03 21:58 
DavidSi0:| 
khenningtoni^ 

Fw: Green Mountain Energy Update 


Green Mountain is missing budget due to: 

a) wholesale energy price increases related to war (making new aggregations unatractive 
due to low margins! and 

b! problems with Ohio utility purchase of receivables (which has been resolved, but 
implementation timing is very slow) . 


We have a contingency planning call on Friday to evalute selling the company (or parts) 
versus additional investment from current investors. 

(Green Funding’s pro rata part would be about $7 million in May or June.) 

Forwarded by Evan Wyly/Maverick on 04/02/2003 05:19 PM Forecast Overview: 


In addition to the normal changes made to the monthly forecast for the prior month's 
actual results, updated customer counts and forward supply curves, we made two other 
significant assumption changes to the March forecast. 


Given the current supply market and projections that show that 
proforma gross margin on an aggregation in this market is unlikely to 
support a deal, we have removed the first third of our aggregations 
(1'34, 000 customers planned for service in April) and the other 
one-third aggregates were forecasted to be delayed a month each. 


We assumed a successful settlement with FirstEnergy (FE) on Ohio 
receivables that provides for new pay.ment preference rules to go into 
effect in June (though we believe that we were conservative on the 
timing and effect of the implementation) . This assumption is at risk 
given the inability to settle the case so far and the April 9th trial 
date . 


Full Year 2003 forecasted EBITDA and Net Income have been reduced from the February 
forecast by S11.2 million and ?11.0 million, respectively. 

Attachment: March Forecast for Pull Year 2003 performance with regional detail (See 
attached file: Attachment (4).xls) 


1) The information contained in this E-mail is confidential. It may also be legally 
privileged. It is intended only for the stated addressee (s) and access to It by any other 
person is unauthorised. If you are not an addressee, you must not disclose, copy, 
circulate or in any other way use or rely on the information contained in this E-mail. 
Such unauthorised use may be unlawful. If you have received this E-mail in error, please 
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Inform us immediately and delete it and ail copies from your system. 

2 ) Due to the fact that this E-mail could become corrupted or altered durin: 
any advice which it contains should not be relied upon unless subsequently 
fax or letter signed by or on behalf of this company. 

3) E-mails do not constitute compliance with any time limits or deadlines. 


transmission, 
onfirmed by 



attachments txt (8 Attachment 1 .xis (75 
KB) KB) 
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Subcommittee on Investigations 


Mary Cox 

05/11/2001 11-34 AM 


To: robert.thomas< 
a:; 

Subject' Re- Quayle's invesUnertt In Green Mountain Energy 


.... FoPA-arded by -Majy Cox-tifet on 05.-1 1'01 01:43 PM — 


Mary Cox 

05/11/01 12:05 PM 



Subject. Re. Quayle's Investment m Green Mountain EnergyO 


Dear Dennis, 

3uayle Limited wouid like to proceed with file sale of all or any portion of its investment 1 would 
ippreciate your contecting existing shareholders to see if they have an interest now Alternatively, 

3uayle wouid like to be a seHing shareholder in ttie next planned financing 

Ne a-e pleased with the growth and progress and outlook for Green Mojntain This simply is no longer a 
strategic hdding for Quayle. ! will appreciate everyone's assistance with this 

::haries Wyiy 
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COMFIDEMTIM 


Draft of October 1 5. 1 

SETTLEMENT AGREEMENT AND MUTUAL RELEASE 

THIS SETTLEMENT AGREEMENT AND MUTUAL RELEASE (this "Agreement"), 

dated as of October , 1 999, is entered into by and among M. David White ("Mr. White"), 

Jennifer J. White ("Mrs. White" and. together with Mr. White, the "Whites"), and Highland 
Staigate, Ltd., a Texas limited partnership ("Highland"). 

RECITALS : 

A. Mr. White and Green Mountain Energy Resources L.L.C., a Delaware limited 
liability company (the “LLC”) that has merged with and into GreenMounlain.com Company, a 
Delaware corporation (“GreenMountain"), entered into that certain Employment Agreement 
dated as of October 5, 1998, as amended by that certain Amendment to Employment Agreement 
dated effective as of June 1. 1999 (the "GreenMountain Employment Agreement"). 


B. Mr. White and the LLC entered into that certain Subscription Agreement effective 
as of January 1 1, 1999, pursuant to which Mr. White purchased 300,000 units of the LLC (the 
"Units") pursuant to the LLC's Employee Unit Purchase Plan, as amended, and granted the LLC 
a security interest in the Units. 

C. The Whites executed that certain Promissory Note, dated January 11, 1999, in the 
aggregate principal amount of $ 1 ,500,000 in favor of the LLC (the "GreenMountain Note") and, 
under the GreenMoimtain Note, granted the LLC a security interest in the Units and any other 
securities issued by the LLC and owned or later acquired by the Whites. 


D. Pursuant to the Agreement and Plan of Merger, dated as of June 11,1 999, and 
tiled with theSecretaryofStateof the Slate of Delaware on June 18, 1999, by and between the 
LLC and GreenMountain (the "Merger Agreement"), GreenMountain succeeded to all the assets, 
rights, privileges, obligations and liabilities of the LLC. 

E. Punuant to the Merger Agreement and the taking of required actions by 

Mr. White, the Units were converted into 900,000 shares (the "Shares") of common stock, par 
value $0.01 per share (the "Common Stock"), of GreenMountain, and certain options to purchase ' . 
units of the LLC that had been issued to Mr. White by the LLC (the “Unit Options") were 
converted into options to porchase 1,125,000 shares of Common Stock (the "Stock Options"). 


F. The Whites executed that certain Letter of Instruction pursuant to which the 
Whites acknowledged, among other things, that the Shares would become Collateral (as defined 
in the GreenMountain Note). 


G. The Whites and GreenMountain have agreed to terminate the GreenMountain 
Employment Agreement pursuant to a Settlement Agreement and Mutual Release dated as of the 
date hereof (the “GreenMountain Release"). 


DL. I07«19v3.am: 
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j~~ R«*acted by the Permanent 
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PRINCIPAL STOCKHOLDERS 


The following table seta forth infomiation, aa of the date of this prospectas, with respect to beneficial 
ownership of shares of common stock, of GreenMountain.com. by each peiaon who we expect to beneficiallv 
own mtwe 4an 5% of the common stock after the offering, by each direcioi and director nominee." by each 
executive officer named in the summary compensation table included above and by all directora director 
nommees and executive officers as a group. The information in Ihe table reflects the distributions of shares 
owned by Green Funding I and Green Funding D to the beneficial holders of the ownership interests in those 
entities. See “Related P^ty Transactions — ^Reorganizacion Txansacdon.” 


Name and Address 
<rf Benefidal OwDer(l) 

Sam Wyly 

Maverick C^taT Ltd. 

Locke 

All diiKtofs, director nominees and executive ofikers as 

a fflo up (19 persons) 

♦Less than 1%. 


SAara Bco&laUy 
. Owned 


Number of Sitares 

Prior to 


BeneSdaUrOmiai ( 2 ) 

Offering 

Offering 

2,084,325(3) 

8.1% 

4.1% 

746, 250(4) 

2.9 

1.5 

208375 

« 

* 

75.000 


* 

75,000 


* 

73.000 


* 

600.870(3) 

23 

1.2 

7300 

* 

Or 

1.237,500 

4.8 

2.4 

52,770 

« 

« 

268,761 

1.0 


82,767 

* 


85,170 

* 


33,594 

o 

* 

4,200300(6) 

16.4 

8,3 

6,503,862(7) 

25,5 

12.9 

6,305303 

23.2% 

12.1% 


( 1 ) 

( 2 ) 

(3) 

(4) 

(5) 

(6) 


fecept as otherwise^ated, the address for each btmeficial owner is c/o GreenMoantain.com Company. 
35 Green Mountain Dnve, P.O. Box 2206, South BurUngton, Vennont 05407-2206 

some beneficial ownets, includes shares issuable tgion the exercise of options exercisable within 60 
days and upon the closmg of this offering, as set forth in detail in the table set forth below 

‘^5' '*bteh Smn Wyly is trustee and 

219357 shares owned b, tte Chetyl R. Wyly Marital Trust. Sam Wyly disclaims beneficial ownership of 
m£siiares and options owned by these inists. ^ 



S^shown as heneflciaUy owned by Maverick Capital, Ltd. are owned of recoid by Maverick Rmd n 
fa ^“ofS^ t F LD.C Maverick Capital, Ltd. is the investment advUor 

mrU f r ^ LD-C, and is the gCMtal partner of Maverick Fund 

ow^ T '«“bons. Maverick Capital, Lid. has voting and investment power over shares 

L ^ Evan Wyly is a managing partner of Maverick Capital. Ltd. am! may 

HI , if ’bares shown as beneficially owned by Maverick Capital. Ltd. 

Ev^Wy y dlscto bencffctel ownership of all shares beneficiafiy owned by Maverick Capital Ltd., and, 
KCO^^y, such sh«es are excloded from the mformation in the table with respect to Ev^yly. Lee S 
^sh^ m controls the votmg and disposition decisions of Maverick Capital, Ltd. The address of Maverick 
Capital, Ltd. is 300 Cnssceru Court, Suite 1000, Dallas, Texas 75201 


78 
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(7) Ail of the shares of Locke Limited are owned by a trust tte sole trustee of which is Aimdyr Trust 
Company Lhi» a corporation possessing tnjst powers. Tb& beneficiaries of the trust, which include 
members of the family of Sam Wyly, have no control over the trust or the tnistee. The address of Locke 
Limited is Loclte Limited c/o Aundyr Trust Company Dd., International House, Castle Hill, Victoria ' 
Road, Douglas, Isle of Man 1M2 4RB. 
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Confidential 


General 


The Merger 


■' = Redacted by the Penaanent 

Subcommittg! onjweati^ti m^ 


The Re-Structuring . The Merger is part of a larger re-structuring of Green Mountain's 
outstanding debt and equity. Grcm Mountain currently owes approximately SI 00 million in 
unpaid principal and accrued but unpaid interest on various convertible promissory notes (the 
“Convertible Notes "). The Convertible Notes accrue interest at a rate of 9% per annum, are 
convertible at the option of the holda- into Common Stock of Green Mountain, and have various 
maturity dates, the first of which is in June 2007 and the last of which is in June 2009. Ihe 
Convertible Notes are held by Nuon Green Energy B.V. (“NnonBV"), N.V. Nuon ( “NVNuon ”. 
and together with Nuon BV, “Nuon ’T. BP International Limited f‘*BP*\ Maverick Fund USA, 
Ltd. C 'Maverick USA 'T. Maverick Fund, L.D.C. t“ Maverick LDC *\ Maverick Fund B, Ltd. 
(“ Maverick Fund IT ', and together with Maverick USA and Maveridc LDC, the “Maverick 
Bntities ”t and Green Funding I, LLC ( “Green Funding '*, and together with Nuon, BP and the 
Maverick Entities, the “ Principal Debt-holders’ l. Nuon BV, BP, the Maverick Entities, the 
Domestic Green Stockholders', the Foreign Green Stockholders^ (the Domestic Green 
Stockholders and the Foreign Green Stockholders are collectively the "Green Stockholders* ’!, 
and Quayle Limited (" Ouavle *’! also hold approximately 92% of the issued and outstanding 
Voting Stock of Green Mountain (detemtined on an as-if converted to Common Stock basis). 
Nuon BV, BP, the Maverick Entities, Quayle and the Green Stockholders are referred to 
collectively in this Information and Proxy Statement as the “Principal Stockholders ". 

In order to obtain certain relief fiom its debt obligations. Green Mountain requested the 
Principal Debt-holders to agree to amend the terms of the Convertible Notes to (i) extend the 
maturity date of the Convertible Notes to June 1, 2010, (ii) reduce the interest rate payable per 
annum on the Convertible Notes to the applicable rate for mid-term instruments for the month of 
March 2006 as determined by the U.S. Internal Revenue Service and (iii) eliminate the 
conversion feature of the Convertible Notes such that they will no longer be convertible into the 
Common Stock or any other securities issued or issuable by Green Mountain. The Principal 
Debt-holders have agreed to the foregoing amendments of the Convertible Notes provided that 
Green Mountain effect a recapitalization of its equity. The terms and conditions on which the 
Principal Debt-holders and the Principal Stockholders have agreed to amend the Convertible 
Notes and participate in the recapitalization of the equity of Green Mountain (the “ Re- 
Stnicturine ’T are set forth in the Re-Stracturing Agreemrait, dated as ofMarch 8, 2006, by and 
between Green Mountain, the Principal Debt-holders and the Green Stockholders (the “Re- 
Structuring Agreement "!. For more information about the Re-Structuring Agreement, see below 
under the heading “The Re-Structuring Agreement”. 



The “Foreign Green Stockholders” are Belch, LLC, Bubba, LLC, Devotion Limited, Dortmund Limited, East 
CatroU Limited, Elegance Limited, Flo Fio, LLC, Greenbriar Limited, Katy, LLC, Little Woody Limited. Locke 
Limited, Morehouse Limited, Orange, LLC, Pops, LLC, Richland Limited. Roaring Creek Limited, Roatii^ Fork 
Limited, and Rugosa Limited. 
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* Redacted by the Pennanent 
Subcommittee on Investigation^ 


From: 

Sent; 

To: 

Subject: 


Keeley Hennington 

Friday, November 1 5, 2002 7-.20 AM 

'Michelie Boucher' 

Re: Fw: Green Mountain Energy - Cash Needs and Guarantee 


Thanlcs - I read the part about naming rights but did not pick up that it was not a cash 
deal . 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public Information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" \ 
11/15/02 09:03 AM 


To: <khenningto 
cc : 

Subject: Fw: Green Mountain Energy 


Cash Needs and Guarante 


Original Me ssage 

From: <evan_wyly@r4HiHI||B^Bit:'> 

To: <rnboucher||miH^ Ochenningtcn^ 

Sent: Friday, November 01, 2002 4:27 PM 
Subject: Green Mountain Energy - Cash Needs and Guarantee 


> Same questions as below; only the pro rata amounts are more like S3 to 

> 4 milllon- 

> 

> Forwarded by Evan Wyly/Maverick on 11/01/2002 03;25 PM 


shari_robertson2J 
> 

lee_hobson@ j 
> 

Energy - Cash Needs and Guar 


Michel le_PertinU| 


Green Mountain 


> 1. Line of credit from major investors. 
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> There is a possibility that Green Mountain Energy will need to draw on 

> the line of credit from the ma^oc investors in order to make the 

> monthly 
supply 

> payment this month on Nov. 25. It is difficult to forecast at this 

> point, but It would be unlikely that they would need to draw the full amount. 

> Maverick's part is likely to be less than $1 million. 

> 2. Green Mountain Energy Is arranging to buy naming rights and energy 

> from a TXU facility on a long-term contract. TXU Is requiring 

> security of 
38-10 

> million, which Green Mountain does not have. 

> Green Mountain may need to ask the major investors to provide a 

> guaranty 
or 

> set cash aside in escrow. The total amount is expected to be S8 to 

> SIO million, so Maverick’s part would be approximately $1 million. 

> Are Maverick Funds able to provide this type of a guaranty or would 

> they have to set cash aside? 


Confidential 

SEC_ED00011175 


PS1_ED0001 1175 



4515 


- Redacted by the Permanent 
Subcommittee on Investigations 


EvanW^y To; 

11/23/199909-41 AM 

The BP discussions are proceeding very well BP has hired Goldman Sachs to assist toem in negotiating 
an investment. BP and Goldman have a meeting scheduled for Nov 29to. 

Merrill Lynch is at the Green Mountain headquarters today. We expect Green Mountain to hire Meirili 
Lynch to assist the company in this discussion. 

Also, Green Mountain and BP both recently won Financial Times Energy Awards The CEOs of the two 
companies, Dennis Kelly and Sir John Browne, ^ke with each other at the ceremony and expressed 
their re^ct for each other’s comply and tieir interest in working together 

— Foi-vvarded by Evan Wyly.'Mav'srick on 1 1 '2'3'93 1 1 .31 At.1 — 


davidtx 
Green MoiHitain 



To' ’GraenFamily + 

<’’Famiiy-t-Partners*^mi|^||^|HH||||^^^ 
Subject. Financial Times release 


Below is the release sent out by Deloitte Touche Tohmatsu, the sole 
sponsor of the Energy Awards. 

Deloitte Touche Tohmatsu Sponsors Inaugural Financial Times Energy 
Awards 


11/09/1999 
Business Wire 

(Copyright (c) 1999, Business Wire) 

NEW YORK — (BUSINESS WIRE) --Nov. 9, 1999"Deloitte Touche Tohmatsu (DTT) , 
the global professional services firm, was the sole sponsor of the 
monaural Financial Times Energy Awards, presented last night at a gala 


dinner in New York City. 

The FT Energy Awards recognized those companies contributing to the 
transformation that is taking place in the energy Industry today. 

"The energy industry is changing fast. Rapid globalization in all 
sectors involving deregulation, energy trading and new technologies has 
resulted in cheaper energy for the consumer and a period of fast growth 
for the industries involved. The companies recognized last night are the 
true leaders of their industries. Deloitte Touche Tohmatsu is proud to 
sponsor this event and salutes the pioneering spirit of all last night's 
winners," said Jacques Manardo, Global Managing Partner - Strategic 
Clients, DTT. 

The Deloitte Touche Tohmatsu's Energy Practice has a global team of 
seasoned professionals, who offer a complete range of seamless services 
in energy trading, E-business, risk management, mergers and 
acquisitions, project finance, audit and tax consulting. 

"Our global energy practice is among the finest in the world today, 
offering solutions to an Industry undergoing profound changa We are 
pleased and relieved to see so many of our clients nominated as 
finalists," said Chris Nicholson, Leader, Deloitte Touche Tohmatsu 
Global Resources Group. 

Entrants for all thirteen categories have demonstrated inno%’atlon in 
using new technologies and new ideas to tackle the challenges facing 
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Redacted by the Peraianent 
Siibeommitlee on Investigations^ 


E\«n Wj^y 
12/20/199912^36 PM 


To; David Hairis <1 
cc: Kenneth Jones j 
Rob6rtson/l| 

Wvtv l 

Subjeca- Re: Green Mountain lundingjj 


Shari 

El^lle Boucher, Sam 


Thanks for your support 

We do not have a ietter of intent, but we fee) good about BP Amoco's level of commitment, because they 
are working diligently with Goldman Sachs and Allen & Cq to recruit the best internet p^ners ar^ 
refocus the presentation. BP Amoco will also be a key participant in meetings with each potential internet 
partner. 


David Harris <DavidH^ 



To‘ evanwyly 

cc: Kenneth Jones| 

Subject. Green Mountain funding 


I arr pleased to 


Chat someone else works 


Thank you for your update 
Saturdays . 

Everything looks good , subject to Protector consent 
commit to the January funding 

where our cash comes from . , , ^ 

Do you actually have a Letter of Intent from BP Amoco or simply the word of 
an Englishman ?! 


we are happy to 
Ken Jones will be liasing with Michelle on 


David Harris 
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From: 

Sent: 

To: 

Cc: 


Subject: 

Attach: 


Evan Wyiy 

Thursday, May 23, 2002 4; 19 AM 
Matt Cheney 

Car elKok\(E-mail\) _ 

Pieter Jobsis 

Langenkamp 
Re: Suggested Terms - Green Mountmn Energy 
GMTN debt restructuring.doc 


I = Redacted by the Permanent 
Subcommittee on Investigations 


Tom Muething 


; Ron 


Please find attached three alternatives to the suggested terms. 


"Matt Cheney" ‘ 

05/22/02 01:38 PM 

Please respond to “Matt Cheney" 



To: "Sam Wyly” 
cc: "Tom Muethini 


"Evan Wyly" < 

"Pieter Jo bsis" 

"Carel Kok \ (E-mail\)" "Rot 

Langenkamp" ■ 

Subject: Suggested Terms 
Evan, 

Please find attached suggested tenns from BP and Nuon for the restructuring of 
the Green Funding I debt. If you have any questions, I can be reached on my 
cell phone at 202^mP today. 


We look forward to meeting with you tomorrow morning to discuss this and other 
issues. 

Best regards. Matt 


Matt Cheney 
Nuon USA 
(mobile) 20- 
(office) 415 
(fax) 415 


<Matt Cheney. vcf was removed> 

<Wy!y Suggested Loan Terms 22-05-02.doc was removed> 
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TIME 

TH. NUMBER 
NPTE 


SEP 10 *99 1 0:25 
CHPRLES 5*M-Y 


NBR FILE DftTE TIME DURATION PGS TO 


DEPT NBR fCiDE STfttUE: 


134 29 SEP. 10 10:^ 00/23 


1 


EC 34 OK 
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Friday* September 10. 1999 

Shari said NationsBank is ready to go on Little Woody and Lambda project as 
“ soon as wc can get answers out of Owens. 


, /Kathryn Gressett said they deeply appreciate the invitation but she & Ray 
V cannot make trip with you this weekend. DSO tickets are being delivered to 
V them this morning. 


Janet Crisier Carmel) would like for you to call her, you met 

her at the Longyear luncheon in March. 
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From: 

Shari Robertson 

Sent 

Tuesday, November 2, 1999 3:21 PM 

To: 

Michelle Boucher ^m||||||||mi|||||H||| 

Subject: 

Re: I've been thinking 


We do have draft documents which have been approved. They just don't want to 
form the entities until the lOM entiles are formed. Til forward an e-mail 
with the drafts. 


Michelle Boucherf 
11/02/1999 01:58 PM 


To: Shari Robertson/Kfaverick 
cc: 

Subject: I've been thinking 


about the email this morning from Meadows Owens. Have you/Keeley seen any 
draft Trust documents for the Texas Trusts? I can confirm that the names of 
the lOM entities are Little Woody Creek Road Limited and Jourdan Way Limited - 
surely they don't need anything more to get drafts circulating on this. I'm 
confused as to why they think the lOM entities being formed is holding 
everything up? Maybe I'm wrong and they have gotten the drafts to you/Keeley 
already, but surely we can't be holding them up completely.... 

Anyway, if you do have these, I need to get a copy to Francis Webb for his 
review as co-settlor / settlor. I'd also like to know how much money they are 
putting in the documents as the initial settlement amount from the lOM company 
so that we wire that amount when the time comes (not like on the SW transaction 
we just did, where there was a difference to be followed up with later). 


Permapent Subcommittee on Investigations 

EXmBlT#66-FN1088 


MAV007771 





4520 


Rena Alexander 1 1/17/99 12:52 PM 


= Redacted by the Permanent 
Subcommittee on Investigation^ 


To: 

cc: 


Mich^la Boucher I 


Subject: RE: FW: Woody Creek Ranch Management Trust 


TTtanks 

Michelle Boucher < 


on 11^7/99 10:40:28 AM 



Michelie Boucher 4 


11/17/99 10:40:28 AM 


To; 

cc. 


Rerts Ale}»ndei 


Subject RE FW. Woody Creek Ranch Management Trust 


I “Id 







That’S what I think too - 1’ ' confirm with Rodney and see if we need to do any 
paperwork for It. I'll let you know. 

Michelle 

'——Original Message 
From: Rena Alexander 

Sent: Wednesday/ November 17/ 1999 11:34 AM 
Tot Michelle Boucher 

Subject: Res ?N: Woody creek Ranch Management Trust 



I can't say I know the answer for sure, but I ass u me that Sara would need to 
put in his percentage also. 


Michelle Boucher 


on 11/17/99 10:08:11 AM 
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I - = Redacted by the Permanent 

Subcommittee o n Investigations 

TO: Rena Alexander/ht6t@htBt 

cc: 


Subject: FW: Woody Creek Ranch Management Trust 


RanSr 

I have not had a reply frc»i Elaine on this yet - perhaps you can help me? 

Also, the lOH entity should be wiring the remaining $85,000 this week. 1 have 
also recoRwiended that they fund you with an additional $300,000 to provide you 
with cash for acquiring the TDRs. I will let you 3u:ow when to expect that 
wire 
also. 

I need to touch base with Rodney as to whether these addition contributions 
(the 

$300K) need to be matched by SW in the correct percentage as a 'settlement* or 
if they are able to be made on some other basis, just from the lOH company. 

If 

you know the answer, please let me know ■> or I will go back to Rodney. 

Thanks 1 
Michelle 


———Original Message-- — - 
From: Michelle Boucher 

Sent: Thursday, November 04, 1999 4:32 PM 

To: Elaine Spang (E-mail) 

Subject: Woody Creek Ranch Management Trust 

The lOM entity is looking for original documents for execution - do you know 
the 

status of these? Can you chase them up for me. 
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From: 

Sent: 

To: 

Subject: 


Keeley Herminglon 
Wednesday, /^nl 19 , 2000 6:41 AM 
"Michelle Boud^r* g 
Re; cottorwood 


Ko, T think this toney woulri be fine »s long as in is reinhursari by the entity evantually 
buying the property (treat as short-term loan). Let me know if you need me to do anything 
else on this right now. i am assuming since you talked to Rodney yesterday that he will - 
call either you or I today. I do not know if he talked to Kelly yesterday or not, but I 
will follow up. Thanks 


"Michelle Boucher" 
To: ckhenningconfiJ 


on (H/18/20C0 31:36:09 PM 


Subject: cottonwooc 


Kristin called me today, apparently they are waiting cn Rodney's comments on 

tho offer documents before submitting it. I thought they knew they were 

okay to submit the offer, and UiaL we would sort out the structure etc... 

before closing. But I guess : wasn't clear enough. Anyway. I called Rodney, and, with 

respect to the structure - they are still working on it - 'as we speak' {<- I'm sure!) 

but he promised to call Kelly Immediately and cleat l.nem to put the offer in. :-) 

Rena has ra.ah available in rhe Two M1U Ranch Manacemanr. Trust arenunr.. ^ think it woii'rt 
bo okey to uso this for the earnest - I can't sco any reason not to- can you? 

Michelle 
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Memo 

To; Shari Robertson, Mike French 

Cc; Keeley Hennington, Donnie Miller 

Re: Charles Wyly Family meetings - week of 10/09/00 

Date: October 16, 2000 

From: Michelle Boucher 


Keeiey & I met with Charles & Donnie on lO/l 1/00, here is an iqxiate on recent developments: 

First Dallas International: 

Charles has a planned investment in a new Peter Ackerman venture called “Fresh Direct”. It is a web based 
consolidator of fresh foods. You can order off their website and they will ship anywhere in the NY area. 
They have made significant progress on their warehouse focllilies and distribution center in Long Island, 
and they hope to be up and running in ^out 1 year’s time. The planned cost of this is $45MilIion, and 
Charles would like to commit $ IMiilion through First Dallas International for an October 3 1*^ closing. Jim 
Lincoln will forward documents once received, but we expect the investment to be made into a tranche of 
preferred stock. 

First Dallas Ventures: 

This is the venture cap fimd that Donnie and Jim are managing. Charles has authorised investments up to 
SiOMillion at this time. They are contemplating ftirtlier investment in Cool Partners Inc., as well as other 
predominantly web-based ventures. Jim and Donnie both appear to be really enjoying this venture. 

Ranger/Precept: 

It does not appear that Charles and Sam have been able to get together to work out details of Charles’ 
involvement with Ranger/Precept and the Ranger Management company. We had ordered tentative 
redemptions from Maverick for November 1’‘, which we’ll roll to December 1” if details have not been 
worked out beforehand. 

Sport Horses: 

Charles is looking at establishing a breeding and equestrian training facility with Emily’s involvement A 
business plan has been presented, involving the acquisition of approximately 140 acres of land just north of 
DFW aiipoit Only 50 acres will be used for the business venture, and it is likely that the remaining land 
will be subsequently sold. Keeley and I are consulting Rodney to see if we can use a structure similar to 
tliat which was i^ed for the gallery in Aspen, thus utilizing foreign assets for the cash injection and 
contributing Emily’s horses in the same way Kelly contributed the gallery’s inventory stocks. We would 
likely try to sub-divide the property and buy the land held for resale domestically, through another 
structure. I have not seen it yet, but understand the business plan indicates the business will not likely cash 
flow for the first few years, and will need ongoing capital. The anticipated initial commitment will be a 
minimum of $3Million. 

Little Woody Creek Ranch: 

This is the house that Emily and Jennifer use. We put together all documentation to sell this property to an 
lOM company last November/December, Charles has asked us to proceed once again, and effect the sale. 
All dorr^stic and lOM structures and funds are in place. Keeley will pull the documents and we’ll touch 
base with Charles again next week and proceed. 

Lambda Propeties: 

Nothing was directly discussed regarding construction activities on Charles and Dee’s house in Aspen. If 
they decide to proceed, we will recommend that an lOM company acquire the property, to provide funds 
for the construction project. It is likely that this will not be underway until well into next year, with 
construction commencing in 2002. As with the Little Woody Creek Ranch property mentioned above, 
there are some issues regarding ownership of the existing properties which will need to be properly 
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considered and dealt with in the new structures, espanally within the <»iitext of creating sub-fimds of the 
lOM trusss (see below). 

Sub-funds: 

Charles is aware diat Sam is looking at creating sub-fimds with the lOM assets, and is contemplating the 
same. We discussed the idea of creating them by using ceitain real estate transactions as the initiating 
transaction. This would include the new Sport Horses venture for Emily, and selling some of the Colorado 
properties which involves all the children to the foreign system. Charles also discussed making specific 
$20Million allocations to each of Martha, Emily and Jennifer, indicating that he thought Chip was well 
taken care of domestically. 
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mt^mm = Redacted by the Permanent 

Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Evan Wyiy fevan wyiyd 
Wednesday, June 20, 2001 2:05 PM 
Keeley Hennington 
Re: Rosemary's House at Two Mile 


Yes, please get back to Kelly s> Lisa on your idea of Two Mile paying/owning instead of 
Wrangler. To even it out, Rosemary could get the benefit of sub-fund spending instead of 
Wrangler distributions for a couple of years. 1 mentioned this Wrangler problem to Lisa, 
and she’d like to talk to Rosemary. 

You can either forward this or write them fresh. Thanks. 


Forwarded by Evan Wyly/Maverick on 06/20/01 02:25 PM • 


Keeley Hennington^ 
06/18/01 11:38 AM 


To: Evan Wyly/l 


Subject: Re: Rosemary’s House at Two Mile 


Evan - As I suspected, Rodney does not think this is a good idea. We do not want to 
comingle ownership of the property between Rosemary and Two Mile. Is Sam that opposed to 
Two Mile owning the house Rosemary will use? There are some issues with if It is owned by 
Rosemary outright or Wrangler, could you restrict their right to sell the property which 
I know if important ot Sam. 

It would also require Rosemary to be a co-grantor of the Managment Trust which would in 
essence make her a co-owner of the project. I would suggest as an alternative that Two 
Mile pay for and own the house (good use of off-shore vs. on-shore cash). The cost can 
then be allocated within the sub-funds between the 4 children or kept In the big pool for 
now and allocated out later. I think we are going to be able to find other uses for the 
Wrangler cash if that as Sam's concern. Please let me know if you think it is important 
to find a way for Wrangler to fund and we will work on it although, it may be hard to find 
a structure that Rodney would be comfortable with and may involve an additional layer of 
entities. I just did not want to 

spend alot of time if we can leave at Two Mile. 1 will get back with Kelly 
and Lisa once I hear back from you. 

Thanks 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intendea to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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nSWOCffiVCSEEKlUNai 


Tkis AtBEOiElTr OF IIOST n'luit Agrcant') is emitsii l>sr md 
tetwen WO(MY C31HEK BANCH, LTD, «a Us rf Man couiotaiofl, SAM E. W¥LY 
(fOitai U tetia as tw inilial Cs^Jnntn er Qnotton) and SHARYL KOBEKISON ^ 

iaiti^ Tnatse) in enfer let «eaSe diia maosgBnwd Trast on the teiTti^ eonddwfls and iHoaiaioiw 
as sd &rtfk hdkjw k ^ Tfmt AgFeenieai 



(b) “CafWtiM*'! Rfdnncea k ^ "Coiponlien'' ahdl mcao 
WOODY CBEEK KAHCa^ LXD^ n Iile of Man eocponkon, acti^ by aod 
lfan»^ its oothodsed rqneKOitthres, as 'wdl as any itnfxpwr m invest lo 
skd Onporadw, 
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<c) lUtoSMi to ’Ctmtats* M w« SAM, tin 

OapOTtiMi, as well M Mj sMtioaai peison or oUitj' '^Wt Mate 
contribulioia to tKaltetiii OMaidejaSon of besoniing an aiMBtionsl Onator 

henof. Rofeiw«i»«*aaitfor*lIidln»aaiinyiWK»ioraBthywiiDmat 

seeb Sine is n Co<3not0f t^Siis Tnnt. 

(<D "TeMtBnate" : RafaeaoiloTtiist Estate tell mean aH of tte 
■atefay^ preporfiw^ 9oi UdriiltkM of As Ttos^ wait p w* o o^ » 
iTt t Pw f, cf sstuici, tttdi mit^ 

Trust ^ate as wA as »iy and all additions r«c«i^ ^ acquired ^ tbo 
Trustee 10 be adiBiaiataed 

(c) ttiAMu«to"Use"Qf ■TTsane^Mi^ 

tbe omeatneted rigbt t^ee^ (3famof cf the Trust to ttsa^ eew awl «qoy 
or any part of die Trust Estate and d» teal pn^erty [iiieladii% any 

iaqatwwuwlB tfastw] udiidt is owiad (Srecdy by Ac tiuit indirtt^y fiora 

die ownerdiip by the Tnut of equity intces t a in the stock, men^ interests 
and/or partnership iatereata of any eorporation. liadted liabilx^ eoR^aiiy 
aad% partrmdop owned in uAdbe or in piut by die Tnua. 

^ Sham"! Rafteaaecs to "Trust Share* abalt mean die 

ns^peedve iidtiett of eadt Oraaior of dm Tmtf in the Titust Estate determined 
fay muli^lying die total net dur flttdeat nine of the Trust Estate by ftfiaetun. 
the miitterator of udiidi equals die sat dur marloet value of pr^ei^s) 
^ ^p r frihirtaet ^ ifae la^ecdvu Grauor fo the Ttust^ ttd d» deotuninattf of 
uddeh is Ihe total net market value of bQ propeity(s) contiibiit^ 
the Co-C^antois fis the TniSL 

The net dtir mailcat value of all eontributimui to dm Trust by die 
Grantors shaU, ibr th^ oonqnititiaiial purposes, be the lUIVKtivo 
dm date of aw^ eoQtrdnrtioiis. 

Cld *T» i 'n uei N “ : ltafierene e ate"f¥on<tttv"stttaineanaUo^ 
and p*TWPWit property owned fay any corporation. Umited liabtlily e omp a ny 
end/or partaerddp owned m wlu^ or IB piA die Trust 

00 "Batata" ! SefiBrencea to an "Estate” shall mean the estate of a 
decened Gsaotor hereof. 

lA, leteneteOiialtffM^yATwat Grantms hereby agree that their intent 
herein is to estabtiah a luanageraent Thist uddch putsuant to Code §S 7701<a)(30XI^ mtd 
01XB[) is aU.S. trust for all puipeaee. Aecntdingly. Grantors hereby direa diet diis Trust 
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absSl is sU evoitt to nusiised mi aiJmiiiutm4 is unto accorfsnee wi* fte fiillowiiig 


dirwtivB; ©•couR(t)'»itfcaifteSfiit»ofTexaswaihave«Bde*owi«pKiMtjrjijiM<Bc(ii«i 
av» file mpo^oB of As adoinutmiicm liw Tnut smi C>D TkuMs to»(if nsto to 


U.S. rsfidesB fiff ftooA tax mtotot. 


Uk 


tto initial Tiustee fiiall to SHAKHX. 


ROmiSON. 


(4 


Itoatta: (Ranton tonbsr appoilit MICKAEL C. FRENCH as an addititiniil 
Cs>tViistee of Ae Tnist 


Asj TnaM tan to nmoved. and addUlimal Co-Ttosteas 
asdAic saeeesof Tiaaloea (wkeitof on* or man] tan to an»iiitod. at any 
time, and fiom tisia to tims^ by tto ftOoning isdiviAial(a) and «ati9(s) ifi fin 
mderapedfiBl: [l]bySAM,ifliviiigaadcaapetait,aiidttoCoipw8l^P] 
to MKHABL C French; SRARYL HOBERISCM ^eidier or bofii an 
tton stningas Truatea at thklmie] and tto Copuation; [3] to CHABLES J. 
WYLY, if living and ecnvaiant; and file Coipoiatiaii; [4] by EVAN A- 
WYI<Y, if iving and connMlaat, aad Ae CciFnadoni or [5] by the 
Coiporation and a ntoority of fiw filM livisg and eompdent cb0drea of SAM. 


Hie removal of a Tlualae ta- the aFpoinimeal of sdditionsl 
andAir a nc c aa or Tnateea nu^ to eoogilelsd by tto dtlhcty to the tlien 
serving TnialBn(s) (if any] by fits reapective pow^Uoa of any wdHen and 
sipied initruntnt or lenr wtoiem luoil i^pointmenta are finaalized uul, is 
tto oaw of oddHiottal or soeoMsor ^ yo i ot m eota, agraed to by Ao ^ipoiillcd 
fiduciary, tbe respective poweitoldm sbaU have the oantiiniing right and 
power to diminaie, lemove and/oc cliasge say designated sueeoator Trtistoo at 
any time or thus tiitto to thne. 

(b) tf Trfilf Orantors hereby diioct ihat any 

tlien serving Co-ttosiao nay osawiao all of the Sduoiaiy powers confened 
iqxm the Tniataea hereunder with or without the paitidpation of ary other fiien 
serving Ibiisiaes. Each Tnistao may therefiira ant fiir and on behalf of fire 
Tnait, and its aasato with or widaat the joint pathtoalioii and caseutioii of 
any doounuma of the other Xnateea. All eoliona, dooiakinai salea. lease 
agreewentsi or any other mallera whataoever penainiiig to the Trust and its 
assets and UabiUfiea may thssofiire to undenalcsn, nqotlated and 
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cmnimmattd »^ly thrai^ 4 m i^nseaJition «ii4 lartieipalieii of any 

Tnuiee. 

AS 44(4 paitiea MilV an4i sr tnmacfing saM w4i 4w 

Tnat M ftenfiae lie enti4e4 Id iriy wsloalvdy ufon 4» ecfiotie of any 

4n> aervii^ Tralee, and ahdl lum no liability whataoaw &t sneb nudteca 

byd^ngwithleasdiaatf ofdiediHiwraigTnateas. TWapOTWon aW! 

be »«*»ed aa My cxmutalinf andi 4iiri paitiea fiom aqr Arty, liability or 

reaponaildiily whatsoever &r deriing wdi leaa dian all 4wa aerving Unateea. 

I ft aiimiMiae tf inMUmi Gninarn . Additionet CortatsAOcs of 4tt 

■ftiist may be admiled at any finiA and fiom liiie to liiiie, wift the eonseirt of all Oiaitoia by 

(i) die coanamtioa of additional pioseiw to the Tniat in an amoant aco^naNe to the 
Onantna, OD the agreement of the then ament Orantora and the adAtional Grantor of the 
respective Tmat Share to be tfaereafior allocated to the now Grantor, and (lit) An written 
agieement of the cweat Graaton and 4ie additianal Oraator ndienin such adMonal 
Grattor agrees to be bound by and aobjeet to the tcima, provisaons and oonditknis of thia 
TmatAgreenMnt 

12, .r Cmnm Any additional Orantora of the Trust (dierdiy 

apeolically eedudii^ SAM and the Corporation) may be eupdled fiom the Tmat at any time 
and havo its leapectiva Tmat Shan ntanat baraia (and aU riahts to Uao the Ttvat Sstate and 
any of Ha indirecdy owned real proper^ intareats) taraiinated by O 4w writlen nofioe of a 
msyority in iotenst of the naiaining Grantora deiivcted to such Granlor of its terminaaon 
herein, and OQ the return by the Tnat to such eapeiled Grantor of an amount of the Irtist 
Fetete espial in value to atrch eigwUed Grantor^ aggr^ate (ntt) eontributioiis to the TniaA 
which such returned pngieity interest may be ntiaSed in die sola diacredua of the imaiee h> 
the fixm of cash, equity interests in ai^ emporataae, limited lirttility company and/or 
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parftwTsiii^ owwd to whde « in part by TniJi; « by of m 

tuKli^ictei or otherw^) in 8 t^ Pfopertjf awnad tndif«ctiy ^ 

The {teeisiiKa and actons of fosk adir^ Oraidois aiMi Ami Tnoslee idud! be 
final, cfiBditn¥B smd bsidiiqs OR Ae ra^t^Iad (kentor and aH tntBFCSUd jKBlie^ 

m AMaMteentufTtMt Till OtWtOB mw «t tWf tilBt, Of fe» law to 
timc^ aumnil lliit Tnut in whole or in ;«t 

Axncua 

MAKA6iaiINT,llSIAHODtSnPOSII10N 

WTOPgrlSTATB 

20 * Q«ntorshB«bydinBt&oTtu»te^ 

and fiw iiimted liabaitf Gon^iniei wladi are part of this 7^ Sstal^ to Ailae all w 

poftion of the 'nust Batste to aeq^ llv 0 ul on bdialf of die ’Duet ell of t)at canain 
pre^orty located n Colondo vdueh ia adiyootto fiie pending purdtaae OMtfeota b^ by the 
ttmtted KoIkH^ ocROpeiuea owned by die tlrest Gteoton henby stipulate diat die 
Bcquiaticms dmnigb lodi Umited Ualn£^ ccB^panies a to be oon^ileted solely to satiafy 
cert^ ^ifiUcdite laws of the State of Colondo and that, dietiefbie^ sodt ^iccific teal 
property (and ay and all nieh proper^ and property riidds associated tfaerain) ikall be 
deaned to be pert of the Tnist Estate fiir Use by the Cnnten of diu Ihiat 

Z2i PtegyRoiwrtTBTftiMteri. Gtenters benl^ £ion dite eaob GfaittKr 
hereof (md the aulfaoraed guests of each Otantoe hereof) shall have die to Uae all or 
any put of the assete conqnisitig the 1)!ttst Estate, mcbdmg odthout limitatioit any Pitqierty 
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i«¥i»waB«ts tesHi) awwsd Greedy by &e Trust and/or iwUwficfiy &s aa esaen of a 
coipoiatioti, liBiited lirfaU^ con^wsy or parteetship of ydndi aa o^iity iateieiit fterem ia 
Wafeie^ta&aaqoalrigtooftlieaintorshefeoftohaw 
aaid coi^diMe Usage of sodi l^roperty, dw Trustee stedl not haws any 

wlialsoew te iBwdtor dw said U^ by die Qranton, nar to *OT 

thereof However, the Tnmee BhflU, te to sate dissredon, resolve any Us^ oonfikte dat 

ijiiqr arito hetewen d» Oranters in a wsy whttfa da Trustee d«am just »id to 

sUoftfaeOtaiitoni. 

The Usage riglto of fkantocs shsit be persffuil and shall ncd be std:yec$ to 

gii^ hypcdhecadon or tranafiv esto^ its speeifioa!^ provided herein fin* die 
iniereies of edeeeesedin£vitoid Ocm 

2X Caehel Tmiii— eniMla. W«*Tfr1llinW ^ OaMtfawr Casts. 

Bach <3raiitor aha!l be indivtduaUy and penonaUy liable for such Onntor^ itspeettve 
properdoitate Tnto Shan of dt finds ap^ito towanls or paid by die tRto (tidwr dhecdy or 
throua^ ai^ bonness enky owned in vdtidt or in part by die TnisO fiv 0) Ksprovemcnla and 
rqiein mode to the property of^TniatEctste (indtediBg all Property hereof, 00 all costa 
and expenwa iecumd to maintam the Trust Estate (and all Proper^ haraoO* and On) aiqr and 
aU odwr e3q)enses inauiied dte Trtatee to adnumster said Trutt Estate. 

The Tbustee may at topnpriate times; and fiom time to time, requhe each 
Orantor hereof to make addhionat conttfiwdons to die Trust for nich puiposee. AGnuitor 
who &to to si^ fkantor'ajteo nito addhtoito coatra>utii»i(iO be personally lto>le 
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10 dw Itoa sad d» lenoiiirag Graotmj fet aBh liubditj^s), »nd sw* dedoiWog Qtantoi's 
Tnist Share shoU te sutgcA <0 nm dBtgc fir such 

24 TmO ItiHritirtlaai The Ttaitee may distrihute » nuK* or att of 
net faconwi pindiiiil andSir ofter caA flow of a» Trust to the ttaptim aanfois ia 
proportioa to th^ lespeBiyETiiiat Slons 

22 Craatar Pawer of TwMortieiiite Itevaatfan. Each Onnior shall have 
d» light and power to towjke its ptt^attiooaia conltihutions to the Tnat and thamflon 

revest in ita^ tudi OmdB^ i*i®«cfive That Share of the Tma'Eslate as deteoBined at siKh 
tinwoftavoeationinidatiooahiptotheMtfiiirraailotvatueofthoTiustEatate. Iiicidenito 
die raeacin au4 piopoitiointe levocatioii. the tcqieclive Orentor aagr elect ID wididBiv 
fiom the Treat Eaa» an amount equal in -vAia to ha le^oolive Tnat Share any properly 

Iioeaf mdudti^ n tu&lrvided iatnreak la the Pli^^ 

Hus Tnuttt ihflU notiiy all otfMr Granton of d» oaoiM of sudi retaM 
power of pioposisotuio revocBtiofi by on «Mog Grantor, and shall tete alt reasonable 
actions to coinply vndi atudi witfadriwaL Gtvdon heieby spo^fieally agree diat the 
detecminatlcBi of all vahsatkmsfor dtcae puipeaai ihall be made ascehaiv^ by dws TVostee 
and fiiriher that nidi good ^th detenmnatHins shall be bsodiag and crasdnnve on all 
Grantors and any siiccesaois dieted in mterret 

22 PlwwHIwi df 1 PmawA.Cnuim'rJllttag- The imerew in the Treat 
Share of a dreeaaed, ii^vidwd tkantor hereof ihtU be cSstributed in acconitttee wifli die 
&lIowng appIteaWe prowaions tu of die Oreatafi date ctf deaft: 

(a) arilYHiitf Gnrtgrt .TflUBPtiHTY ^mr tf ftimiriiitmffla: 

Each bdiindod OiMDr hoeofhM dw gCMTil power esereiaable 8t bis or her 
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deatti to hii or ho- Tiiii# aw« »(»«« to or ftr b«#e® of his or 

herEitat^bia ortoi^oHHk aodtehaerlter dooendaiils. 

State of B deceaied QratBiff ilall fw to hit or lar desendanM at iper 
sttipa bads if aseh (Cantor ftils to ocereiu hit or lar geneiri tettamoitarji 
povuor of o^tointmatt, whetot^oQ aodi deteendonts shdl beoooto sadtstitutod 
Oiatoia &i oil fiupasa. 

AKIICLEm. 

thtottbiimwatiokprovimows 

u. IWmloiitiMiPote llaTfa«daUtSBiiiB»ifl)mthefiiaBo«airof 
tte tidkiwiiii eyenti: (OdieteveeatioiiofdaItu«tb;a&GiaiHon,or(il}diestleDf^ 
Proper^ hereof etdwr difoedy or iiom the di^osition of oQ eqtiity bterotta owitad hy da 
tmst in any coqiontioii% linited fiability GOB^aniaa and/or (tannerthiia hereof, « M) die 

diatAnilions by the Tniilee of aU Tract Shan ntentla to aaoh laqpeativa Otaalor of ad of the 
IVuat Ettata hereof 

U. OwmiBiiw* wm.lfjii.lm Ibe Tiuatte duU oomply witb at 

at 1 >Iicable US. Iowa with lesyeot a the diitc3iodoo(a) of the Tlwt Eatata to or for the benefit of 
die Gonioia banot indn&ig any widtholdnig oUigadata and da piti»alion and filing of any 
iequBedU.S, govannieatid fonna. 


abucuiv. 

CHfflBMtTlBgaril ftWVBHWB 

dJ, Miidialien e ritaeit n»« etmntiit No bond or othar acetiii^ ahall be 
teqoited of any Tniatee or any aueeaanr Tnalaa of any Ttuat or Tttata in any joiiailiction. 
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i:"-xa~2ajii«=F~A I • -j-i r n. nutw i a ur rt 


OtfiA lU 3 i 1 


Al. mJ BmaiiA All ‘Anstecs ^ be cntM to ftes 


tu» TniA EsUte and the Slid wodk bxvgt^ 

(lO AUfftgHil Rm fw.A(<lTt Bwiaw feraanaf: Jo «• 

an; 8Gttv» iM^nfla iotstcst be«»sef ft pot of IVlUt Bstst^ dte TfTKte^ fees 

may be henaaeA because oT mtf «iditioRBl tine, e£^ mi 
umdvedinitsperibmmeeefMraeei&rftisbusnea. Ht^en&pcaUsdott&r 
seryfees rendhiwd to hwagw^ hi e tofa g any te pens g ^ may be paid by the 

y f w f^Q>-*|rMteec the cnmpmurtiop crfCo-Tiuateca shall got 
be gcrfn^ because Co-tinaMs m «cviag» sor iali‘ it bo le^iced by any 
ffta fttwy ofTftaieea. 

(c^ Timtee BMMUtt AU Tnisttes shell be otfitled to adYsnen^ 
of or itooibiiiiaesxm ^ ecpenea h«««d ixirtoaot to Aek 43^ 
IteaAgtoenootiitidiidtogfiAiaeiyU^Bl^ eae also entitled, 

at die eepeoM of toe Ihis^ to aad Un en^loyees. eeeonitaift^ etbangs, 

investmeat niviKKS. or c^ter peoKtos inddent to toe amgeniB^ 
toe Tnisl Estate^ or any otoa matttf teffidi mtgi^ arito during tito edmtolstntkm 
oftoisTraet 

il Pn^i-lian t. AilfiHaMl md/or SmtBMr Tnnteei. ths 

totlowing ivovisians ehatt be flpptietoto wito teepeet to a& additicad ond/or Buccessor trustees 
iqi^pototed « fidttdatla of toe Tniet: 

(a) SwBWiwtf ftKigrfgitrigMftriU^ ^ 

previons or leaftonift ’Gnistco toiS be rdieved c£ ftB titiar liehflitici, 

tetoonsd)Uitito. rad dotito ladto ttos Apeeraent i^na (1] toe vpwitiimto 

qwtoficattofi, end eonytonce of toe poriticin by ft auoecaior Ttvstte if eay to 
leqtoiH atu] p] tl» deUveiy of ito aiieto of tost na^Kctive Tftutoe toen is ha 
posscaioii cite to hi letotodvf saeetoKff Trustee or to toty otoo- toen aento^ 
llntoteeL 

(b) AeeeiUMcg ef Alto he Sncceiior Tniitte: Gnntors hftVft 
pravidad toat t^OR tot e ppo tewnt of ft luceeeser Timtoe tha pnmous or 
resiipte 'Iteee, or hs Kiueatethra^ toafl ddtver all asset! of toe ‘Kuit torn 
to ita pooestei to it! nspeedve noeeseer or to «iy otoer tott servii^ Trute. 

Ilw feapeedve loeeesiorTfute or eny otoer then serving ‘I'kuMe is sutooiized. 
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^u=.uu^u/a j 




sot (fiivSei to Bsopt inch iffigti [if ny] bsed qiffl tin amwtiag 

0teiMittmiBiiinuntatiraagiveDbTtkatpRH0iacTi«s4s<>><<8'I'>'‘'^ 

zqirewsddivn. 

(c) mvm ftr Jgndtf «« «.<■.>!«<«■ b so sqt 

^ustee^ fi^ietfaer oi^iaiii w mCTmr, be liable ftr ^ a^ioo^ iiufftiaii&, or 
dt&ult of my exMf or prior Hoateo Co-Tlaaeei legd rtp/utntetive, 
emeaior, or ariimiiistimirfoai wbon Atribstiona asy bo nerioed [a? of eocii 
SduobdmbdsgR&Redh) aa’FricrFiriuctariea'] or&r fiubmtoomteat the 
accoiaifeigaBimdgoribyaucfaWflrF l ducia riw , 

(<0 amawf Tmttrti fttw mil Miiiaaa: ’«>« ■»««« 

TioatM aball wooeed to all of the pown^ disie^ and n^aaaiNlit» of the 
pte«ioui or mwbig TrnMe spoo the efieedvo ndgnatioiik teminalion, or 
tatcmi ^ soch priorTnialee and Oanritlm mceptmm of rite posttnn, a s 
tnaleei by dw n^xmive saceeaaortnutee. 

(e) Wo net, of leoeoiaariM hr Adililfaeal or SMtBMr TVoilea: 
b no enni aball riK teeia and pravieBna of diia Tout Agneoient he ffimpreled 
ec eommed a reqiilre my addldeiial a luueaMr 1100100 to imeatigato lie 
pior acta or omuodoea aoy Prior Pidttrieriao, oaeapt to 1» aaont Int the 
addiliomd w aaccaaaor Tnntee ha actod notn te ImonMlBe of any act or 
ODiiaani of dw Prior Kdodatia eoliitsy to the termo of this Tniat Agreement 
Cianiaii an iacoiporriing thia proviatoo into the Tniat Agraamcot in hopea of 
icdui^ die oqieua and dah^ of ai9 ckanga is Thsteea. Acooidhigly. the 
adrlilionid or neoaaor Tniataa la not requited to go bajoad the iuH and 
npraaoialOH aa loom to it is auoocedlig to the porilm of Tnnnto aobjeat, of 
eourae, to the ptoviaiona leganEng Imown irreguiaritiea or violaiioiia 

44, ’ftnata'a Wtoit «« »tI"t Any Tnisieai whediar origiaally naised, 
dcaignated, or anhaoipwlly appointed, rfiaO ban die right to tedgn or lenounca its pontion by 
and acconliiis to the Allowing pnmaiaic; 

(a) Hodca of Baalgiiattes of Bteneaweieiir Iho icaigniiig or 
lenoundiig Traalm or ha irpmoiaatl'iao, ahali deliver an ipprcpraae wihtm 
notiee of resignation or nsounaamentto one of lie following appbaiblspeiaona 
or enthieai b foe order giveit: [1] SAH ariiik Irving and oornpetant; and the 
Corporatioiw or; if not; [2] any oliar dtan torving Tnrstaa; if arry, or, if none; P] 
mditwigitingortejoiaieiiigTntatarianrBMdorileaignaled«tccaaaiir,ifiny,(it, 
ifntto [4]toaSGfanIoti 
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(b) fMSts flf TW^ee : A TtVSHt^ M 

hoBOBA «£&0thRB V|Mfi tU ^ coBipktB delivay of all asids tben in & 
(tooesm to its fqpcKtive wwww Tnistee or o» ay (MIm' son^ 
Trastte^ P] Ills ^pdainmi, ^adifiorfon^ and accqittfM s respoctbs 
aiccnw Trustee s accewor b raqnnd], ad dM fsceetdion a 
i^ropri ae witlBt uwtnnnsnt evidasiag As ef fe e Uv ences of och trusfee^s 
Ksignatiaby all thaaervkig TraatsM iaeb^ 

iS. AoBebBomtir rBntB^pmTmMtm TheTiuataMImtbspawerlD 

appom amiOlaiy tmsGDes fbr thelliui)(i4 ^wnadaocs with Sectton 113.023 i£di& Texas Tnist 

Codcv a amodei if ttqiued or advii^ u to Bsaeb located in a junsdktioo in 


t^^iMsaarem^odueued or<{uaSfic^ 

l^oviacKis ^aU iqppfy in lbs <nait C^tVoslm ere ferving ftr dw t^usc 


(a) Cmtad* of Tmit Amoc Aoy Trustee shall bsvs dis rig^ to 
iisuaak side Qustotfy and posso^ of SB^ ad e& Trust tmds of heaiQ 

reduced to ousto^ and poaoioii and* to da extant due ^ custody is 
exercised by s I^osta^ the nemados Tnutees diall he umier no obligsdoa to 
inauitam cotody and poasesaioa snth fc^peet to these asseta. 

Asie e n i eiit A om m Q>.Tnateea: No adiofi he hdton tmless 

a oitdori^ of dw dm seivng CoTnistoai ■« hi a^peement 

However, tfaia panpiph (a) ahafl not be eonatnted as hi any viey 
limitiag die dmd party edianoa tROviabss oudioed above in thia Tmt 
Asrcemeid with raqi^ to transaedr^ aity budases widi a ah^ Tnutee. 

(c) Ddegatfaa pf DbUm hy plVastee Any Trudee BUty, widi die 
writtea corwoit of die nmahwig Thistea^ be rdieved of any or aU ppwen^ 
euthonty, duties^ and dneradon vested hi or aa^oacd upon diat Ttostoe by dus 
Tiutf Agrcenieitt by ddivering to tbs nnamhig tha aervhig Thuteee a written 
atatemeadal^BthydiexpaweataudiQrityjdodeakaddisatoimtodiem. Aoy 
act petfbnned aocoRtng to such wthta itateanent shall be bindhig ityon all 
pasoa intereated in this TnuL 


(d) ffiKlllTBrilfftlffMbPltlMiriBm Aityimutae 

diidalni, hi tMe or in pst eqy ipeeSc or ganeid powei; duty, or 
n^KO^iSty httpoaed by lew or by the terns of diis Trust A^eameot. 
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ibe mamem$ thail «9ctteise po«w, or 

om toA liiwliimed pow«s, dutks, or reqionaWos. &idi 
(&el^!iwsr sMl no^ howovoi; iiStei tl» rematnir^ noO'dis^oMd powen^ 
(iudiei^ anil ioa|»30jra 


ABCGCXCV. 

mmimsitmmim 

iJU Tittiang^locadoaol'tys 

Xciist alidl be the State ftf'Teos^ and it« adffiimstrsticin ^uB be QQi^oaed ^vithh tfw 
Tern Aeeordm^.tfae{3waoftheSiatoofIbxas8h8&Bpply-ittoen8triuBsdietti8isoftbo 
and the i%bts and dotm of die Traide^ odeia die providoee of dila Trost Ajp e ema d 
oven^ »Kb !a»9» or oaless die tews of audwr jurisdiction beooiM aod &e 

{inmsioiis cd'dite AtpeimeM cannot ov^^ 

in die opinion of die Tniata^ it becomes adviaebk to cbaage (he locatkai of 
die Tius^ vdiedier in Texas or to enodier Me (but in no evcBtt outside of the Ibii^ States^ 
dir the purposes of eco«»n 7 , tax saringii^ or odier beodite to die l)ust or to die Gfsittois of die 
Tnu^ ds Trustee iBfqr cbBoge die tofudinn <i ^ Trust bjr gwng notice of the pn^iosed 
tnrafiar to the Graatan. 

ijL CemteBdi e e —d ft^«* f |i r e< ^ti ee. It is (he intntkin of die Ora ntore to 
avoid 88 tmidi es possible any aoha lor construction, interpRtBtioo, or inetnietions imrolviiig 
dus TntsL Acoonfegly* if a question or jeobiem arises dbout die proper oonatniotica. 
aifiapieWfiaa, or optfdioK of &» Agmetnen^ i6om any inatter involvuv 
aiy Trust cr eated by dus Agmment, about dw ri^ts of aiqr Gmtat bereo( or tfiout Ae 
^licatttm, uit a pt et ati aa, or constracdoo of the Texes Tnitt Code; as from time to time 
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attffided, €i 6 Tnisfiee if aiiMzd M iviohm ^Nae quesQo&s or prabkan 

«ri p^>g iff »c^mtiaQee wife the tax and aoit^BC oljecthres of GcaBt£aa. AUsnolt 
deoAcms and action* of tf» Trustee bo conclusive on all peasoa* ever feterested in tfss 


Tiua. 

5.3, j^MtAwiri AwrtirfTniA TheTnistecisei^fwdyaa ft o ri Mdtoace^ 
eiQF asBls sdyeeC to luna* from any person, entity, cqacMsifadivet 
fB cit fcaf o rt. or edmia^trate Ity aity means of transGsr or conv^fnax. For ^ purp oaoa> dui 
Tiustee b ft^i nodiorized accept and b fiilty protected in aoo^niog aity ad ^ oo n i d wets, 
i ftclmgng any aaaeta aitject to Iwas. m bdutf of SOT petson by da Srticn of SUCfe perwab 


i^ptatiod or admg agan^ iqjrtseotetwr^ curtoditt, or a^wfibn. 

aitervttrtion or action, and based aobty t*oa *0 writtefl repraaon^^ 
respective tianslbar (as, fin example only, under any form of a power of attacney). 

S.4. Mnfanitiii ihifathre af Twttt. Bocsue of a pailicultf rub fif L»«, 
oonmooty icbned to as die ”Rub Againtt Fetpeaiitiea* <>nnton iniut 
diemHnmuindiiiatianofdielbieL HowevB;GnKtonher^ direct tint ties Trust Agteement 
Bh»n tw ctn w ff w l aod imdor related dodrine refe rred to as die ”Wa>t and 

See” nde m aacerttdiiing vidiofier or not dda or any se puM a Trusts violate die specified 
luleoflasv. tfkbultinretelydefernitnedtiiatii^Tciiatviobteisiichfuleoflawjdienyfersudi 
purposes, dtat and this Tiut AgreMMot diall nut be coorinied u void, but bo deemed 
veaCed in the respective Qnattors to of such time. 
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AS leasts erMled ^ Ihitt Agrtcment al^l in all ewtt tcint^^ 
ihm tWEN1Y-0NB CZl) years £am an! •fier the dea& llw swvmtf of l!» folbwing 
peracaa: SAM8ndh»dasceadaiilsUv^fattt!»dst«thel!iU8t»«ffe«h?elyOTdee^ 

ShwiU Ibist termioato OKordifig to ^ {MwiatHts of Se^ 

i*™«niBS ssseHs and pntperties of Stat Tnui flhall be ddiveicd ml tttso ^nee 

persooa* or sanSi jmsooi i^euuiUUtvWb ^ deemed temaadoo d^ coaalitete die 
Onidas of dM m proportioa to Ifacir nap^^ 

Si awM rwlWIUBm tsmm- TkeTisswfaniaioriMW*^ 

(SiwSei 10 toi^Kins fiir a Maaraabb SiM soy iwl Of «ll «f » ftnl « 

die ‘Cnst fixe es ka^t as die 'nustec; m ils feuon^ dtscretioi^ may detennme oeoessay 

be»ae rtftaic audits lawauitab dispitted daioA or similv uniesoM nstta^ 

Sia Pt»rirti»i BAtto te ftHwi Of ADDOlnhiiBit Tht foScn^ 

provisions iduA govern die exatdse of sfl powen of ^^mutmenbi vested m each indm^ 

(jiaotoriicreof yadcr due Thud A^es^^ 

M Bawdit of Twww of AimihtaBMt Ewh odiniliial Onoto 
mqr esEBRise Ids « her general powv punosid to e written memocandun 
ddiverad to the IhistBe during die individusl Grantor fifsdme. Such 
mexttorandum riiaS be dbled and stgoed by the ndhidud Grantor end idudi be 
vntnB88edbytwo(2)wifeIatedwhiiac«e. The uidtvsdual Grantor ean ainand or 
levs^ aodi tnemoianchim at any rime by deriveens an additioa^ written 
mefflonskbira to dw Trustee uddidi is signer^ dsled and wHtianed. any 
genaal povm is not emebed paimiattt to a UftdiM writtcti laeotoraoduo^ 
sudi paws iRust be «9a»^»d puisBant to a clause in the indivuhial Gnntoris 
dt^ probstod Last and Tcstamcot 

llto buriricbiai Grantor iBist exererra a geoenl power by insldag 
specific nefonue in mthcrriia msatorandam crLeatWiiLaadTastameiriasto 
which s«G^ of the Thnt Agraenunri dw power a besog exercued oadar, and 
must fortinar dwignate the appoattees, tfaeir shares, pr oponiona and imounts tha 
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euit dian l» entitlol toi, and niieaw audi appointaMils ae in tnst 6r or 
diiaody to agdi a(ip)kteei. 

(b) HltalwBmafEiBtiMaflVneen Any goiaal powat akdl 
tdce e£Sxit st &e fficfivkiod! OnBioA 


AKHCXEVL 




TMtSTEgSPOWnSAXPR^^ 
yrnttet Powtw Qnr 


'Etastee diall havs tba powers la nska sit paititiom. <tivisH)ea, and distribotioiis 
csDtBR^Hated b? ftis 'Ttasi Asreemeal; sod its dedswns and aetioDS shadl ba i^tog and 
conchmvB i^oa pariies. lbs Ibutee in its £scrdaav 

l»rtitkmA^&n^oaa^<iC<fedribqt»oi«typnyortionafeIyaUocatii^assct»aadpi^q)gt^ 
[iiioIi^ingiaidmdedadaestsmpropeitiei},arpsUymfBoaGyandpstb^mldi^ TbssmouiiS 
a d i st ributi ao m idnd be deemed (a be die value of die piaperty on die date or dates 
duuributed A distribodon to eny dinributoe may be eoa^oeed of ^c^erQr similar to or 
diffiatatfomi that ttamfened to any other ifistributee. 

61. Trmtbx bwettBMttt femfi. Ibe Tfustoe AsU have dm ftHowiag 


mvestoicnt powen; 


(a) tmiMftmrt .i«l CijtfBflnw Bn Timlae 

ahaU mouge dm Tiint Eetsto w ^Bnoted by a ntsgori^ in inCerast of the Qnmtora 
(as detemdned by iluir n^sedve TcMt duns}, in die iteenoe of ^leetfie 
dtrectiona dm Trunee AaB mnage dm Itreit &tato fiv and on bdulf itf dm 
Gniuonm accordance with diflirdaetettfl^ The TiosteediaUttO^ however be 
Undtod to w» bound by the provUoni cf dw Teaes Trust Code [or any soeecssor 
staGuteb or by aiiy other idwhitna or tegofadiorB le a p e rt i ng tavestmeas by 
Sductades ctoxpt to dm otdd thtt soeh itatBtM or reguktons eaoBot be waived 
Ibr any cotponte Tnatae md dm are no iodividiiBl TMes dm serving. 
Investments need not be divnsiSodp may be of e wastiag aatntep ftid be 


Confidential Treatment Requested 


BA 120731 



4545 




aiade or rationed wi& solely a view towsrdi a possible Tlw 

tMae it ««pfe8sly in^dsed to atm or kvest in nm-income producing 
if, in ^ dbc wt i on, du bcrt iste^ of the Giaoton wifi he better 
ser^ by^kvestouad. 

Ihe Tnislee it esptet^ aoitociaed to lavsrt in hiiMsco^ 
pradoci}^ |in^e% im»growA ot atrsuklly-^)|nakirg po^oi^ ^ hi kt 
da oedoa , it detwnaiMs ttet sudt uiv est mea ts m sdvitable fer the Trust To 
this end, Gfantofs hereby expmsty idteve the Trastee fiom lay and ail 
oblV[^i^B!i^ or nsgtoa^Kfitiai to hneit aiqr pert ^ the thsK Eaate Is 
^owdHgToaBsets^dieTnietfirMgreatceiSorfieitfeQaBSDis. thsTkiiAee 
sfasU so^ diere^ be liable ftr w opecBtiRg losses of (he 7in»^ sof any 
di^meiedoa cr dedhui m the value «f die Treat Estate. 

0] gMtrtel>c(ihAiiTl»iwi«rtTTiM»failritolh1V^ Anjr 
ttanstend tt the Ih^ be dcesied a (sepff hnesiment; Hie 
thertee ts expressly authorized to retita ill such no duty or 

rddi^doB to d^tore of or oravert any of these laopertiei 

(c) fiaLEttk-EBBS ^ HiBtea ahaU have (he foHowH« 

nosoadusvapovim reUdng to eigt reel aftire assire or invettme^ [broadly 
eonstnttxQ eneaed dtceody or mdiradty by the Hust [tnelodiag aH Propc^ 
faBmedJ: to adl, exchange^ devdof^ patlite transde, abandon, or otherwise 
A^oae of ny prepo^t at pu^ or p ri v a t e wi& or coveoan^ 
wmstie^ or guaranieas; ei7 peipeaea, and upon ai^ tenns^ meloding selki 
on reedh fwidi or wdiout security], is any nunaer and at any prieaa; to gmit 
cqitiona on die sama; to lease wj pr op e l dir any lana or tana, upon ai^ 
eondkons and rental^ and hi «9 suBstar, inespecto of vdidher die tens of 
such kase exeeeda the period Iw or the prebible period of 

mhninlatneion oi any Thii^ to tmmf CT modify any hnua; to grant r^ithms to 
renew w reoifify any teas^ to raise or erect any itnidun; to maica tepain, 
re pta ne men a^ raid BSpeoveatatSb ^wdtci stnictural or othorwis^ fbr any 
pRipetfy: to hqirara real ftopaty; to subdivide w |dat real estate; to dedieato 
streets, dlaya, and wayc and to donate alies ^ jHd»tic, charitoble; or eduoadonal 
dicilitiei 

(d) Somtam tnwtxaaBto The Tmafaw ia au^itmsirA <n iwffplMn any 

iiivetaieto[oreiharactkiidmtaitauofanomme^wiMdieritselforaRod)ar 
indmduritbusinass. or en^.atito or without a power of attorney, intheiuune 
of one or mom Tiusteea widiout ^adoaing fiduciaiy repaeiQ^ or to retam or 
make any investnatt in a darm pcnnittii^ transMiltly by delivery. At td 
thnea^ however, the books and nceidt of toe Hust shall reflect all such 
investments as investnenls of the Iboit and torthar reflect in whose nanui^ 
euatoify, and poBsearion such resets are placed. 
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ivvn t-M-cAjra/o u kjt r» w-La~Oii — Ow>j.c 


(«) gaweiLte 8 d! Attete ll» 1 hi 8 tee^liMMtiie^)eeifiepcnver 

md 10 aril ^ or OQT pstof ^ wets of (be Trast pncMig wilhoiit 

IbaitadM tq»ii atuli tamu aad ooodiijora as dm Treatec^ in 'm 

diacfcdoi^ aiufi detente tliU power of sale tel be bioadly coisBiied m 
ftworofd^lVaatee. 

power to de^jofde OM or mcM inSrideeb n r^esetelye agenn of 
to tnaueetanr iwteBtt for or on btef of te Ite <r 1b« T(m^ 

6X ftoeKriwjrfjrKriAite Treweetfat Biriiiwor Beelntt wMi to 

Tniw. KoporcIttterateivteirte^theTiuAoBorpetsQDadeeUi^witbtfuiTrotes wider 

this Tniat Agreeaem thaO be c^ligte or tend to sttend tai the applicstion or use of aity^ 


moiNy or propeit^ paid or delivcnd to the TteaeSt or to la^uue into the wgaediency or 
jx'^uietf of sijr toaassete entered te te coannmte tQKto tto terms as ^ l^usteev m tia 


(Saentioti, deems adviaalde. AH indtvi^d^ eaddea, buaneeseai and ote ted patties dealing 


wifli dw Tniat or wqf Thiatee ahoQ be fully preteete d fiem eD Ksidiitiea in teoBacting any 
butess widi dte Thiat 


SA 


QtaaUtei ere anane ef die 


potential proUems that may aiiee is the ndminittretion of diia Tniat if a is its 

^Bsetten, texto te it advisitoto to tnnsaot bosaeu widi itself, whedwr mdi^ualiy or 88 a 
fiduciayiite any ote trust agnemen^ CtetoneNpiesslycclteveaByaniaaTivateesa^ 
fiduduies from any adfdealiag t e tefan a and limhationj^ mpt far toose prolnbites 
wfte canitof be waived. 


AccotdinBiy; Gtaaton faenty ipeetfieaUy waive ludi nlea and prdhfliiiictts 
tegan£ag selfteJing, coofliot of int wal , or any other nile or regidate legBidiiig toe 
(ransacteoflwstebetwwnapardoHkrtrMtorteoiaryanditettutew Ffar 


Confidential Treatnsent Requested 


120731 



4547 


eomp^ tbe Tiiutee lnas«t «b; buibeu between ami any 

betwees tim I^uslec^ Si ib mdhrtM cap^ 

fcS. Jnmma^mwdmyavm 

IjfSBled to die Tnunee by ^ IVittt A g fec na d, die Tnutee has dio fidlowing addidonal 
povtm isidi lespect to say busloass Qdenal; iiUdk b tf beeomsa ft ^ of d» Tntt Estates 
^dutber it be a sole ^ojirieton^ vsotare, pen&erdup^ Huutad liabiliQr eonyxs^ or 
coiporslioo: 

0 to rcts^ aid to opirsto aieh busuass soidy at 
dto litfe of too IhtA Estate ad witoout tidali^ OB the part of &e Trustee 
SB^ {ossa residtB^ opoatott of the buaim 

(jS) to etdfflgft diimaiiih, or ohaage the soope or toe oahan of too 
acdvitbs of any business 

(iii) to use toe general assets of dv Trust tor toe ptnposes of toe 
bimness^ to lavast arldtriaal eiftod m or make loana to soA boamess, 
n^anfiess of toe noo'pndttedvi^ of sscfa i n v es tm e pt or kao. or toe 
tovendfieatiea of inveatiMaa 


toCBdosseorfuarantMflabchalfoftoe'niutanylottorloans 
made to toe tufiBess and to saeuto toe lea loana by pledge or mortgage not 
only of tot Tnififa property mtacat k ai^ euoh businesa but ^ wv otoer 
ptopec^ of toe Trust &tate toto toe IViotM 017 deem laoper, 

(v) toatoeorconcBrintoedcctaiodtoacaimubtoauiptuamtoe 
bufiiMaa or to pay dhridenito or otoccwiM dubtouto the profita of Um bonoeas^ 
as toe Tnutet^ in be tosertoio4 nay daom advisable; 

(vi) to acoqpt as coned ftancial or other stat e aa ta rendered by toe 
boaiMto tom tiia to tiiM abca ito oondittoa iBid operadoa oopt utoem 
Trustee has aotoal Bodee tof taiueivtoe intomiatwn cootaieed toctem; 


(vn) to r^tod toe buiineasa a otity separate torn the Trust vnib 
no da^ to aecoott to ai7 court eboto iOi bustoeas a operatiQn; 
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(v^ to t&asoivi^ Uc^d&lc^ or nil any kumwss iMttMSt at ^a 
[amf tln» to tnasl and 1901 luefc teens as tie thntea aa^ deem 
advisd}!^ 

. to BHaHparamwqfimsbesa and hddda stocks 

Tnut; 


00 to Bttf iiabtSdei triimg om of toe business vJtetotf 
conttacfnal yteTtfeawfatmtete^totowdoftfabusawss^andiecon^ 
toe Tkk Etmt, BDfwev«r» in no event toall toe 'niut» be imtonduaiiy or 
p»r!ton ]»}} y htMn &r atry bunnea adhatiee Or demsiana. and if toe Trattee is 

W liabk h toafi be entitled to ifdenadfieatton &mi dm Imsnesi, toe Titui 

Baate ato toe Oraatofs in toe Older nemeto 

(xO to autoonae aid patie^ ai any mei^ icoiEanAiKni^ 
eonsoHdadoflat extoam aalOk ^ivas or eonmaoial aanaties* et sb^/ otiicr 
tomi of bumwas tnaisKtians inkling o wi e r s h i p di a n geai 


(x^ to employ aueb officeci, managers, anployea^ or affmts a It 
deems advistole and to pqr midi penons reasonable eoR^iefaafton 
aerviees wttoout Kgard to any fitonazy toes and e aptwiaa payable to toe 
Tnistoc;and, 


(xliO to caoercua all otocr a di fl ai or powen ^iucto an isdividua}, 
emnpetato adnlt vtooM poaaeu m opantotg such bftsiness. 

dito tlmTnistoe is authorized to invest dl or 


any portion of toe Tina Estate in one or tnorejoiBt ‘ventuicsi painashipa, timiiad UabiUty 

conqiames or eoiporirioai, toe outstandiag eq;uity bnereris of vtotdi am owned in vAoIe or in 

paetbytheTnuo. 


&Zi 


Ihe Iriulee shall not be held 


Untie or otherwise leyonaiMe tor any nenjecti omiasuH^ or wrongdoing of aiy agent 


w^loyed by toe Triuase oa In^ of toe Tout provided toe Tnistee usee Kuonable caie in 


toe eonploymant of toe agBit 
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liiWlty afThBtee. TlwTncste^fiabiliiydia&beUiiMfiiffsiianttD 
^ feUowii^ pranaionK 

<i) AaihyTiragtBfe Noth»awihalla 8 BvtimebebeMH^totl» 

Tnist or Chantor fir isy Hlifla tf 4 «&uH of ^ lltuttM or of anSf 0^ 

pmoti m «Ofln«efloii 11^ ftie aMiiabatka of 

Tniseec^ gnm mgiigcnee, bad Qr«M^ «»nn» 8 sicn of « act in bressh 

oftnist 


<^) l^jWwtt.^fygmri MiMftT ^Tnrtw 1)10 TrustM^i sot 
BK»r ptttaxuii 8 ab^ to nveeo deoHna -svitfa itm Dntstae m du: 
odmbUatn^on of tfte Ihut Eittls. Itie Tnutee shall be ct^led to 
itimixiraenriAtt flora (he TnatEstitt Sad tfiB Onniors fcrai^ Hilsii^, 
moostaett^iatDri; ioeutfedia Aaadmloatrationofihol^ IbelVustee 
na^ c(X(tect m fiidh Ibim as to caeao^t flie Tnatee flora pecsoiul Wli^ ami 
tocwsewditiiibUitf obeUmlladtoflraThttEst^ l^awcessorlhistee 
ah^ hove any ito^, re^ioestoi^, obii|Btioiw or liability vdistsoever tor toflura 
to i 8 c(t& toe Mto or offliiaaas dfa^ indaccMs Tmstee. 


]KG^ bodes and leoofda rafleeting toe totoilifle^ ravtatoMcta, toeotn^ distosa^^ 

piin^d, and tiaiisaetioQS of cadt IVost Ibo Tiuttee is not feqnirad to omform to toe 
ittOTOioBeoftoBOsifenaT>uato<fsA M OBB ti B g Adof*y wnilaract theThraccsdnftbe 
^ of any court aeotMBlmgor AtoervisioBoftty Trust 


tolfi. 


tbe 


TfUAtois n^Mastoiflttes and duties under tots Tnat Agreeraait ifadl cease upon final 
distribution of aQ of toe income and p ffHripd of toe Thist and toe ^^T > pt«eM to of any 
miacdleneoiM wode c ompeted with toe tonsMoo «r tiM Tivst sad toe tostnbatioa ti its 


6 . 11 , 


ef The Tnuieeis 


specifically a otowi aaBd to booow and/br land any anotsH of fiaids fiam time to time and to 
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soy ti^ fiom <r to any iBdyivUt <r tB% (v4tcd» 

iitei it dctermi^ ttsli ae&m iwcttsaoty or advip^te and to i^odge aS or any poitKA of 

assets of ihsTntft»icQlkMa^ TbetonuofciymdtiiteAaesstffl^i^^ 

Tn}^ in its reasons^ ^Kxetibn, tnty tf«em advififibte, evn if the 
ban nxtends besfoad taem of Tnut 


AVnCUVIL 

Bgrortnows akd MPtrELLAtmons toust fnovisiQNs 

7.1. TlioTnisteediaS have powers and 

iniv0(^ » set fbrifi in ihe Ibiss thiat Coda (or da sueeassor alstatc) gorvenwig the powoa 
aedraspoflsilMlitieaQfTnisteea. ^dwevo^howevar^thatanypcoviBioctsofaucbCodemaBy 
w^oi»Siet or o&amae do not eonfonn to die tsnna of ihii IVuat Agneman^ dMO dw 
proviaons <£ dtts that Agreemeid shaU b an «venb contml the odniiwstntttm of die Ihist to 
die mascbuim oKtMt pennkied br bw. 

7^ ttritoMoi^ r far 7^ daff *>f *d«ftiwd8irta" 

diall be stiltzed b bteq«ataig tbb Tiuit Agnanom unless a contrary intent is ctaarly Stated 


or d»wn by its coDtot 

(*) Peictndaiib : Tbe tenn ^dffS R WiHanta* or "docendant* ih^ niean 
«U those pocsons v4io ai9 b a diiaet Sao of deseant tit a person specificbly 
oamedoraK&catedbythcconiBitaftfaelhBBtAgraeiMai Ihaaedeaecndanta 
must be InwfiiUy idnted to soeh peiaaos by coaangiuiiify or adi^Am [u 
pnrndeil bdow]. 


(b) ibKn&UdLbJUW A daseendaot {who b later born aKve] shall 
be ttested as adescendaat dsn^ the actual padod of pstafion for the pwpoaas 
(^detsmoiing [1] whaiher «y paiion hasdbd whbout siacviviiig dmeandaobt 
and vdwdicropcami b ondM to dura b a distiibtitien of pdBcipaL 
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An otber ri^ fix PMiposes of sudk deBCMxteat 
^ date ftromdod wd) (kaoeadtant ffl gestation is bom 

<e) BbdttfhrtflfWadiock: Any dacoakrt \idw k bwa to |wk^ 
out of iHteffiodc sfaaU not bo eooddcnd 15 a ’desendaitt* of m&t p«(a»)s lu* 
puqto5te<^ftusllruteAgteefne^«sMpi&rthel^^ |1} Bqr doaeendaot 

9 bcun to poteons opcsiy living b^odur « liudbsid aiui dio 

pofftiiiiaitoe of ft iaamoge oecoa «7 bobtoon dtem d&di bo eoniidor^ 
^twte«dimt,*ovwtfft|iig|wrtBddhoto>ofQaotebcdiofawfe|>cra^ 
reftnstee to ft {toor maniaga H iotedi^ Rod £2] s? desoeadfttt vdv wodd 
otiuodso be teceloded fiteft bcBoStiiig ft! ft *deseeodani* by operadwt of diis 
Sfid^ dud be tieated nv all porpoaat M ft *daeeod8Bt*,i( end only it bis or 
IteTEftbsai psnscda baccHiie hoalMad md wife fliroutfi toe perfenrianoe of a 
niarrigBo OBointeiy betwees toam adv toto dtild^ b^'[or Atftog gesttoion]^ 
or if any ddd or rieacendant adopti aocb ddd or dteccufatftt, » joto^kd 
bdbw. 


(d) Adairttd Tbetenn "dfetnrndontf afaaii hudadefer 

# pnpcwte ny person adopted prior to bia or bar atlBbunent of toe ego 

<^TWBNTY-ONE Ql) yearft 

<e) PewaittiifthcHalMland: Persons of toe hal&Uood toaU be 
treteed as pencBM c^the wfacrf^lood untett otherwise ofweijua^ provided by 
dus Inist Agnenant. 

ZL DriMtinff ef Pm Stfnilt- Wb«n toe Tnat Agreament directs tote ai^ 
ponioa of too Tfute Eatete u to be divided tenons ft dccedenfs deacaodflBts OQ a ‘’jxrytiqtof” 
besi^ toe divitian mto aafipei shaO bagia te the sBMCtetoa neatest toe decadent 

XI InKrnrptatkte of I^Atrcaaait llKajngulteJtotelbeiiiiefFrele^ 
tite {tosal, cft vies vtetei. if aadi itaaSiiBte la itoeeeaary to toteiprte tote Taste Agitaii^ 
accordanea wito 5tetfoc*a mani&at mteadom. If toe ietnoun^ tnasodinei or neuter geader 
should be one td" toe other geadeuft it dbefl be nconstnjcd. HusT^ustAgreenient baa been 
dividedintoattidei»sectk>iift,itee8p^pha,tBdsobpaasr^to3. TheinteniitstionQftoiallnut 
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ApnmM daD b« detented fism dai Agnenmt in it$ mlinqr wthxit i^gni «> its 
fivisionimiliealn^ 

22i PMInWMiof"C«fe''. llwtsni'CoA’alHllmaailhsIiitenialSsnatue 
Code ef 1991^ na amended and in eSIat at da date of dee& of Setilsr, 

Z& EMcatfanliiCBMdmMdi. 'niiiTnutA«neaunti»9tw«a»iM>na 
nuniier of mi)ilapaiti,aaeli of adiidi will badetmed an original. A eonr of dm oaoiiied 
Ita Agnnai^ whothor cinifoimed m phoMoopied, ba laed 6r anf pinpola withouc 
Ae necoaai^ t^piododnp dm oiiginal coiflitatpBtl 

Hu! IKTIST ACBEEMENT alot] extand 1o and bn bm^ng upon dll hcis. 
asiaentan adniiniattatoa^ legal oepi aa enl a liva^ and ojccesacn^ raspeedvely, of dw padaa In 

ddaAffaemenbiindihaUbeaaeclivaaaafOetotKrt. 199$. 

MM SICTATORES 

Octolier _,19S9 


WO(»7V OtEEK RANCK UMtlED. 
ORAKIOR 
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ESBIBn"’A'' 

ndiUL Assris OF ra£ woop¥ 

q<IBKRANt;H MANAGEMENT -railin' 


cmrTBiBiTrorGcauiiTOR 

ANVKtonomroEsoiiFnQNs 

ACaiEEB 

ViU.VE 

■nmw 

8BABE 

A. SAMK.WH.Y 

1. AUcfa»mx^blmebTiwMattl»rBitens(i 
rfRtXaCYMOUiroUNSEBENnYlIJ^ 
SOCKYHOUmAINiml SBBEMOY n.lXC. 

Z CaA. 

Tdts! Onetof ConbibiitiaiL 

S 5.000 

S' iiaooQ 

5 115.000 

l.OOH 

B. BHMPYCREiKmscaim 

CiA. 

SI 085.000 

99.00M 

c- totals. 

S1UOO.QOO 

100.00M 
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THE 

COTTONW<X)D VENTURES fl 
MANAGEMENT TRUST 


The following firm assisted in the planning and drafting of this instrument and sboidd be consulted 
regarding'any changes or questions: 

Meadows, Owens, CoUio-, Real, Cousins & Blau, L.LJP. 


901 Main Street, Suite 3700 
Dallas, Texas 752Ce-3792 
(214)744-3700 
(800)451-0093 


Pennaneat Subcommittee on Investigatiops 

EXHIBIT #66 - FN 1089 
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THE COTTONWOOD VEISrriJRES n 
MANAGEMENT TRUST AG^EEMENF 

This AGElE^iIENT OF TRUST (the "Trust Agreemait") ts.executed by and among 
COTTONWOOD H IMTED. an Me of Mm coiporadon, SAM WYLY and KELLY WYLY 
ELUOTT (refored to herein, as the initial Co-Grautors or Grantors) and HIGHLAND TRUST 
COMPANY (toe initial Trustee) in order to create this nwnagement TnM on the terms, conditiOTS 
and provisions as s^ toitb bdow in this Trust Agreonent 


ARTICLEI. 

ESTABLISHMENT OP TRUST 

1.1. Name flf Tmst. The name of the Trust be THE COTTONWOCHD 
V©?rURES H MANAGEMENT TRUST and will, for ccnvenience, be refeaied to at tim^ in this 
Agreement as the Trust" unless a more specific trust is indicated. 

1.2. Initial Assets of Trust The initial assets of the Trust consist of ass^ 

described on tiie attached Exhibit "A", which is hereby incorporated by reference for all purposes of 
dus Tmst Agreement, and which are conv^ed h^^ by each indicated Grantor to be hdd and 
administa^ by the Trustee. 

1.3. Special Pefinhions for Agreement The foUowir^ defined tenns sha P 
have die indicated meaning for purposes of diis Trost: 

(a) **Corporatioii” : References to the "Corporation'' shall mean 
COTTONWOOD n LIMITED, an Isle of Man corporation, acting by and forougli 
its authorized representatives, as well as any successor in inters to said 
Corporation. 

0>) "Estate" : References to an "Estate" shall mean the estate of a 
deceased Grantor hereof. 
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(c) "Grantors” : Inferences to "Gtaittors’* shall mean SAM, T CRU y^ 
and the Ccnporadon, as well as any additional p«son or -entity whi^ makes 
conhibutions to tbui Trust in consideration of booming an actional Grantor 
h^eof Re^rences to a "Grantor" shall mean any person or entity whcan at such 
time is a Co“Grantor of this Trust. 

(d) ''KeBv" : Referrace to "KELLY" shaU mean KEIXY WYLY 
ELLIOTT. 

(e) "Property" : References to ■'Prc^eaty" shall mean all of real 
and pei^:^ property owned by tins Trust or by aity corporation, limited liability 
company arui/or partn^sh^ owned in whole or in part by the lYust. 

(f) "Sam" : Referraice to "SAM" shall mean SAM WYLY. 

"Tnist Estate" ; Refraences to Tnist Estate shall mean all of the 
^ets, prop^es, debts and liabilities of toe Trust, whetoer real, personal, or 
mixed, tai^ible, intangible, or inchoate in nature, and shall imshide the Proi^rty 
and toe initial Trust Estate as well as any and all additions recdved or ^M|uhed by 
toe Trustee to be administered hereunder. 

Qi) "Trust Share" ; Refoences to "Trust Share" shall mean toe 
respective interest of each Grantor of toe Trust in toe Trust Estate determir^ by 
miUtiplying toe total net fair market value of toe Trust Estate a tiaction, toe 
numerator of which equals toe net tour market value of propeit^^s) contributed by 
tim respective Grantor to the Trust, and the denominator of which is toe total net 
&ir market value of all propertys) contributed by all of toe Co>Grant(^ to the 
Trust. 


The net fair market valtw of all contributions to the Trust by toe 
Grantors shall, tor these computational purposes, be the respective values as of 

the date of such contributions. 

(i) "Use" or "Usage" ; References to "Use" or "Usage" shall mean 
toe unrestricted right of each Grantor of toe Trust to use, occupy and enjoy all ca- 
any part of toe Trust Estate and toe real property {including any improvements 
thereon] which is owned directly by tiie Trust or indirectly from toe ownership by 
toe Trust of equity interests in the stock, member interests and/or partnership 
interests of any corporation, limited liability company and/or partnership owned 
in whole or in part by toe Trust. 


1.4. Intent to Qualify as a U.S. Trust Grantors hereby a^e that their rntwit 
herein is to establish a management Trust which pursuant to Code 770l'(a)(3O)(E) and (3 1)(B) 
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is a U.S. trust for all purposes. Accordingly, C^antOTS hereby dir^ that tibis Trust ^lall in all 
be managed and admmistared In strict accordbince with the following directives: (i) a 
court(s) within foe Shite of Texas will have and exea^cke primary jurisdiction over foe 
supervisicm of foe administration of the Trust, and (ii) all Trustees hereof must be U.S. «sidente 
for federal tax purpose 

1.5. Appoiatment of Trustees . The initial Trustee shall be 


TRUST COMPANY. 

(a) Removal or Appointmait of Addittonal. and/or Succesanr 
Trustees : Any Trastee may be removed, and additional Co-Tn»te^ and/or 
successor Trainees [whether one or nmre] may be sqspointed, at any time, and 
horn time te tune, by the following individual(s) and entitj^s) in foe cuder 
specified: [1] by SAM and/or KELLY if eifoer is living and competent, ai^ foe 
Corporation; or [2] by foe Corporation and a majority of foe then living aiul 
con^petent children of KELLY. 

The remo^^ of a Trustee or the appointment of additifmal and/or 
sutx^ssor Trustees may be con^leted by foe delivery to foe fooi serving 
Trustee(s) [if any] by foe re^>ective powefoolders of any written and signed 
instrummt or letter wherein such ^pointments are formalized and, in foe ca^ of 
additional or successor ^pointments, agreed to 1^ the appointed fiduciary. The 
resp^tive powerholders shall have foe continuing right and power to 
remove and/or change any designated successor lYustee at any time or frmn Hmp 
to time. 


(b) Co-Administration of Trust Grantors hereby direct that any then 
serving Co-Trustee may exercise all of the fiduciary powers con&xred ipon the 
Trustees hereunder with or without foe participation of any other then servii^ 
Trustees. Each Trustee may therefore act for and on briialf of foe Trust, and its 
assets, with or without the joint paiticip^on and execution of any documents of 
the other Trustees. All actions, decisions, Sales, lease agreements, or any other 
matters whatsoever peitainmg to the Trust and its assets and liabilities may 
therefore be undertaken, negotiated and consummated solely through foe 
representation and participation of any Trustee. 

All third parties dealing with or transacting any matter with the 
Trust shall therefore be entitled to rely exclr^vely upon the actions of any foen 
serving Trustee, and shall have no liability whatsoever for such matters by dealing 
with less than all of the then serving Trustees. This provision -shall be construed 
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as folly exonerating such foird parties fo3m any du^, U^Uty or i?^poi^bUity 
whatsoever for dealing wifo 1^ tl»n all then serving Tnistees. 

1.6. Admfsskm of Additiopal Grantora . A(Mthonal<]o>Grant(^ of fl» Trust 
may be admitted at any tiine, and fiom time to time, wifo consmt of ail Grantt^ by >(i) die 
contribution of additional property to foe Thirst in an amount accq}table to foe Grantors, <ii) foe 
agreement of foe then cuimnt Grantors and foe additional Ci^tor of the respective Trust Share 
to he foereatter allocafod to foe new Grantor, and (iii) the written agreemoit of foe ourmit 
Grantom ai^ foe additional C^antor whoein such additional Grantor agrees to be bomui by and 
subj ect to foe tenns, provisions and conditions of fois Trust Agreemoit 

1.7. Emulsion of Grantors . Any additional Grantors of foe Trust (theseby 
specifically excluding SAM, KELLY and foe Corporation) may be eo^elled fmm foe Trust at 
ai^ time and have its respective Trust Share interest herein (and all ri^ts to Use foe Trust Estate 
and any of ite indirectly owned real property interests) terminated by (i) foe writt^ iKjtice of a 
majesty in interest of the remaining Chantors delivered to such Grantor of its termination l^rem, 
and (ii) foe return by the Trust to such expelled Grantor of an amount of foe Trust Estate «jual in 
value to such e7q>eUed Grantor's aggregate (net) contnbutions to foe Trust, valued as of foe date 
contributed, which such returned property interest may be ^sfied in the sole discretion of foe 
Trustee in foe form of cash, equity interests in any coipoiatimi, limited liabili^ company and/or 
partnership owned in whole or in part by foe Trust, or by foe delivery of an inteFKt (whefoer 
undivided or otherwise) in any Property owned indirectly by the Trust 

Ihe decisions and actions of such acting Grantors and foe Trustee shall be final, 
conclusive and binding on foe expelled Grantor and all interested parties therein. 
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1.8. AiiMgidnient of Trust . Hie Grantora may at any time, or from time to 
time, amend this Trust in whole or in part upon their UMnimous>cons«it. 


ARTICLE O. 

MANAGEMENT, USE AND DISPOSITION 
OF TRUST ESTATE 

2.1. Acanisition of Property . Grantom hereby direct the Trustee, jwting by 
and through the limitexi liability conyiany to be fonned which will be part of feis Trust ^tate, to 
utilize all or any portion of the Trust Estate to aa^uire for and on behalf of the Trust all -of ttat 
certam comioimnium units located in Aspen, Colorado which is, or wiU be, held by the 
liabiUty company owned by the Trust. Grantors hereby stipulate that the acquisitions thmn gh 
si»:h limits liability company is to be coQ:^)!eted solely to satisfy certain ^pllcable laws of the 
State of Coloracb and tiiati therefore, such specific real property -(and any and all such prqjerty 
and inopeity rights associated therein) shall be deemed to be part of the Trust Estate for Use by 
the Ckantors of this Trust This Trust is expre^ly desi^d to be a Grantor Trust for purpose of 
Sections 671 tbrou^ 679 of the Code, and as such will be ignored for Federal ittoome tax 
purposes as an entity separate from its Grantors. Therefore, the Trust Estate will be deemed to 
be owned by Grantors as tenante in common, each owning an undivided interest in die Trust 
Estate, with each Grantor separately repofting its share of income and expenses of the Trust 
Estate on its separate return. 

22. Exctusiott from the Provisions of Subchanter K of the Code . Granton 
intend that the limited liability company owned by the Trust be excluded from 'Subchapte' K of 
the Code. Ch^tors, therefore, agree to be treated for Federal income tax purposes as tenants in 
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common of the Propca^. Grantors fur&o' agree to report on flieir re^ective tax their 

respective shares of the items of income, deductions and credits of the limited Utility emnpany 
own^ by the Trust in a manner (xoisisteat widr the exclusion of such limited lidsility con^any 
from die partnership tax rules under Subch^ter K of the Code and that such action be hfeated as 
a deemed election om of Subch^er K of the Code under Treas. Reg. •§! .76l-2{bXn). 

2.3. Use of Property Bv Grantors . Grantors hereby direct that eadi Grantor 
hoeof (and the suithoiized ^ests of each Grantor hereof have the to l^e all or any 
part of the assets comiuislng the Trust Estate, including widiout llmitotion any Pn^srty (and 
improvements thereon) ownol directly by the Trust and/or indireedy as an asset of a coqjor^on, 
limited liabili^ cem^any or partnership of wMdi an equity interest therein is part of the Trust 
Estate. Widi respect to the equal rights of die Grantors hereof to have full and complete Usage 
of such Picrperty, the Trustee ^lall not have any responsibilities whatsoever to monitor die said 
Usage by die Grantors, nor to supervise their respective Use thereof. Howevm', the Trustee shall, 
iu its sols discretion, resolve any Usage conflicts that may arise between die Grantors in a way 
which the Trustee deems reasonable, just and &ir to all of the Grantora. 

The Usage rights of the Grantors shall be personal and shall not be subject to 
alienation, sale, hypothecation or transfer except as specifically provided hnein for the interests 
of a deceased individual Grantor. 

2.4. Capital Improvemeats. Maintenance Eynense And Operating rr^*s 
Each Grantor shall be individually and personally liable tor such Grantor's re^ective 
proportionate Trust Share of all funds ^plied towards or paid by the Trust (either directly or 
throng any business entity owned in whole or m pal by the Trust) for (i) inqiroveraenta and 
repairs made to the property of the Trust Estate (including all Property her-eof), (ii) all costs and 
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expenses iscum»i to maintain the Tn^ Estate (and all Ptoperty b^^eoQ, and (iii) any and ail 
oth^ expense incurred by the Tru^e to administer said Trust EsUite. 

The Trmtee may at appropriate times, and fiom tkne to time, recpiire eadi Grantor 
hereof to make additional contributions to the Tmst for such puipt^es. A Grants who &ils to 
make such (Cantor's pro rata additional contribation(s) shall he personally liable to the Trust and 
tiie learning Grantors for such liability(s), and such deftnlting Giantoris Trust ^hare shall be 
subj^t to a pro rata diarge tor such Iiabiltty(s). 

2.5. Trust Distributions . The Trustee may distributee much or all of any net 
income, prindp^ and/or other cash flow of the Trust to toe respective Grantors in pn^rtion to 
their re^ective Tru^ Shai^. 

2.6. Grantor Power of Proportionate Revocatiim- Each Grantor shall have 
toe right and pow^ to revoke its proportionate contributions to the Trust and tooreupon re^^ in 
itoelf siuto Grantor's respective Trust Share of toe Trust Estate as detennined at such time of 
revocation in relationship to toe net fair market value of the Trust Estate. Incident to toe exeroise 
of such proportionate revocation, toe respective Grantor may elect to withdraw from toe Trust 
Estde an amount equal in value to ito respective Trust Share any property hereof, includii^ an 
undivided interest in the Property, subject to all terras and obligations related thereto. 

The Trustee shall notify all other Oantors of the exercise of such retained power 
of proportionate revocation by an electing Grantor, and shall take all reasonable actions to 
con^jly with such withdrawal. Grantors herri^y specifically agree that toe determination of all 
valuations for these purposes shall be made ©cclusively by the Tmstee and further that such good 
faith determinations shall be binding and conclusive on all Grantors and any successors toereof 
in int^est. 
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2.7. DtsposMcm of a Deceased Grantor’s Interest . Tte in the Trust 

Sl^re of a deceased individual Grantor hereof shall be distributed in accoidaiv^ with the 
Allowing q}plicable provisions as of the Grantor's date of death: 

(a) Individaal Grantor's Testamentary Powo’ of AnnoinfaneBt- 
E^h individual Grantor hereof has the general power exercisable ^ his or her 
death to ^point his or her Trust Share int^tst to <»r for the benefit of bis or her 
Estate, his hear spouse, and/c^ hu or her dest^dants. 

(b) AKemative Transfer to Descendants: The interest in foe Trust 
Share of a d^^^ed Grantor shall pass to his or descemlante on a per stirpes 
basis if siufo Grantor feils to exercise his or her general testementery power of 
^{Mintmen^ wheretqxm such descendants shall become substifoted Grantera 
hoieof for all purposes. 


ARTICLE m. 

TRUST TERjVnNATION PROVISIONS 

3.1. Termination Date . The Trust shall terminate upon the first to occur of foe 
foUowic^ ev«its: (i) foe revocation of foe Trust by all Grantors, or (ii) the sate of all Property 
heieo:^ either directly or fiom foe disposition of all equity interests owned by foe Trust in any 
(xoporations, limited liability companies and/or partnerships hereof or (iii) the distribution by 
foe Trustee of all Trust Share interests to each r^cctive Grantor of all of foe Trust Estate 
hereof. 

3.2. Compliance Wifo U.S. Laws . The Trustee shall conqjly wifo all ^licable 
U.S. laws with respect to foe distribution(s) of foe Trust Estate to or for foe benefit of foe Grantors 
hereof, including any withholding obligatioiis and foe preparation and filing of any required U.S. 
governmental forms. 
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ARTICLE IV. 

GENERAL TRUSTEE PROVISIONS 

4.L EliminatiQii of Bond ReQuirement No bond ca- other security ^lall be 
required of any Trustee or any succ^sor Trustee of any Trust or Tnisfci in aiQr jurisdietkm. 

42. Trustee Fees and Expenses . All Trustees shall be entitled to fees 
commensurate with fedr duties and re^nsibilities, taking into ^rcount tire vali» and n^im of tee 
Trust Estate and the time and mvolved. 

(a) . A^idonal Pees for Actiro Business In^tmeBts : In tim event ai^ 

^ve business interest becomes a part of the Trust Estate, tite l^tee's fees may be 
inclosed becai^ of any additional time, effort and re^xHisibiUty involved in ite 
pextotmance of smdees for ibis business. Tins compensation for services rctMieied 
to tee business, including any expenses, may be paid by the business. 

(b) Fees for Co-Trustees : The conq>ensation of Co-Trustera shafl not 
be tedded because Co-Triiste^ are servos hot teall it be reduced by any ^atiitory 
law which oteerwise ^tablishes or limits the ccaiq>eQsation of Trustees. 

(c) Trustee Expenses ; Ah Trustees shall be entitled to advanc^nent of 
or reimbunanent for esqpoises incucred pursuant to thdr duties rmder this Trust 
Aj^ement, inchiding fiduciary HaInfiQr insurance. They are also entitied, at the 
e3q}eQse of the Tru^ to r^ain and hire emi^oyees, accountants, af to mgys, 
investment advisors, or other posons incident to ^ management of tee Trust, the 
Tzirst Estate, or any oth^ matto' whidi rni^t arise during the administratirm of this 
Trust 

4.3. Provisions Applicable to Additional and/or Sueeessnr The 

following provisions shall be applicable with respect to all additional and/or successor Trustees 
rqjpointed as fiduciaries of the Trust 

(a) Suspension of Powers of Previons or Resignine Trustee : The 
previous or resigning Trustee drall be relieved of all fiirteer fialnHties, 
respoMibUities, and duties under tins Trust Agr^ment upon [1] the sqjpointment, 
qualification, and acceptance of tee position by a successor Trustee if any is 
required, and [2] the delivery of all assets of that respective Trustee teen in its 
possession either to its r^ective successor Trustee or to any other then -sav ing 
Trustee. 
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(b) Acceptattce of Assets by Successor Trnstee : Grastors have 

inro^dded that \xpm tiie ^ointment of a. successor Trustee the |}r-evious or resi gning 
Trustee, or its rgiresentatives, shall deliver all ©sets of tee Trust teen in its 
posE^on te its respective successor ot to any other then saving Trustee. The 
selective Trustee or any other teen serving IVus^ is auteoti^^d, h\A not 

directed, to accqtf such assets [if any] based upon the tuxcunting an^or oteer 
written instcumentation as @tven hy teat previous or resi^nng Trustee or its 
rqiresentatives. 

(c) Liabnttv for ft-edecessor Fiduciaries : In no event ^lal! any 
Trustee, ^AteeteeT original or successor, be liable tor tee actiois, inactioi^ or default 
of any existing or prior Trustee, 0>Tiustee, l^al rqn^aitative, executor, or 
admiidshator horn ^om di^ribudons may be received {any of such fiduciaries 
being refisred to as Trior Fiduciaries"] or for laihire to <x3nt^ tee accounted as 
rendsed by srute Riw Rduciaries. 

(d) Suo^sor Tmstee*s Powers and Liabiliti«t : The aicce^r Trustee 
riiall stteceed to ah of the powers, duties, and i^ombilities of the previous or 
resigning Trustee rqion the effective restoration, traminatton; or removal of smte 
prior Trustee and tee written acc^taiK^e of the position, as a Trustee, by tee 
respective siwxessor Trustee. 

(e) No Doty of Investigation by Additional or Successor Truste r hi 
no shall the terms and provisioits of this Trust Agreement be int^pr^ed or 
construe to require any additicmal co’ successor Trustee to investigate tee pricu: 

or omissions of any Prior Fiduciaries, exc^ to tee extent teat tire addit ioral or 
successor 'I^ustee has actual notice or knowledge ofany actor omission of tire Prior 
Fiduciaries contrary to the toms of tius Trust Agreement fjrantors are 
incoiporating this provision into tee Agreement in ht^^ of reducing tee 
expenses and delays of any diange in Trustees. Acxordmgly, tiie artHWonai ^ 
SQCce^r Trustee is not requiced to go beyond tee foots and rqirea eiyt a tif^!^ as 
known to it in succeeding to the position of Trustee, subj«:t, of course, to tiie 
provisions regarding known iiregulariti^ or violaticMis. 

4.4. Trp8tee*s Right to Resign . Any Trustee, whetiier originally named, 
designated, or subsequently ^pointed, shall have the right to resign or renounce its poritionby and. 
according to tire followii^ provisions: 

(a) Notice of Resignation or Renouncemant : The resigning or 
renouncing Trustee, or its representatives, shall deliver an appropriate written notice 
of resignation or renouncement to one of tiie following applicable persons or-entities, 
in the order given: [1] SAM and/or KELLY, while either is living and competent. 
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and tte Coiporadcm, or, if not; [2] any othei tira servit^ Trustee, if any, or, if none; 

[3] such resigning or rooouiKnng named or desi^iatei succ<»^r, if aiQ^, or, 

if i«3t; [4] to all Grantors. 

(b) Duties of Resfening Trustee : A Trustee's resignation shall b«x3me 
eff^ve 19011 [1] die complete delivery of all ^ets th^ in its po^^simi to its 
respective snciressor Trusts or to any oth^ dien saving Tnis^ {2] the 
^ipoiiitniait, qoaHficatirm, and acceptance of a respective succe^Kir Trustee [if a 
successes is lequiied], and [3] the execution of an {^^uopiiate writoi instrument 
evictencing the e^^tiveness of such Trustees lest^udion by all toen ser ving 
Tnistees including required succosor. 

4.5. Anpointment of Ancillary Tnistees . The Trustee diall have the power to 
aipoint andllaiy frusta for the Trusts) in accordance widi Seedtm 113.023 of the Tex^ Tru^ 
Code, as amended, if required or advisable as to assets located in a jurisdiction in which d» 
Trustees are not authorized or qualified to act 

4.6. Special Trustee Co-Admtnistratiop Provisiwis . The foUowii^ i^ecial 
pmviaons shall jpply in the event Co-Tmstera are saving for the Trust' 

(a) Custody of Trust Assets : Any Trustee ^all have fire right to 
maintain sole emtody and possesdoi of any and all Trust assets capable of h aitw 
i^uced to custody and possession and, to the extoit this right of custody is 
exerdsed by a Trustee, the remaining Trustees ^lall be unda no obligation to 
maintain custody and possession with reject to diese assets. 

(b) Agreement Among Co-Trustees : No action may be taV«m u n l fg* a 
majority of the thoi serving Co-Trustees are in ^reemect 

Howeva, this paragnph (c) shall not be construed as in any way 
limiting die third party reliance provisions outlined above in this Trust Agreement 
widi respect to transadiog any business widi a single Trustee. 

(c) Delegation of Duties fay a Trustee : Any Trustee may, widi ti« 
written consent of die remaining Trustees, be relieved of any or aU powers, 
authority, duties, and discretion vested in or imposed upon that Trustee by this Trust 
Agreement by delivoing to the remainidg then serving Trustees a written statement 
delegating these powen, audwrity, duties, and discretion to than. Any act 
performed according to such wmtten statement shall be binding ipon all pasons 
intaated in this Trust. 
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<<}) nfarfajmer of Powers. Dttties aad Respoasibgitieg : Any Tm&eQ 
may 4iklann, in whole or in psfft, any ^pecffic or -general power, duty, or 
fys^prmsihiKty impcKiai -by law or by the terms of this Trust Affl^ai^nt. HiQF^ter, 
dm r emamiTig Co-Tniste^ ^lail ^teroise ^le powe;, du^, or r^onsftility over 
such diaclaiTn ed powers, duties, or r^onsibilities. disclaims idiall not, 

howev^, a^t the remainmg imn-disciaimed pov^, duties, and respons&ilities of 
such Trustee. 


ARTICLE V. 

GENERAL TRUST PROVISIONS 

5.1. Location and Transfer of Location of Trast . The general 1 o(^<hi of this 
IVustsdiall be dm St^e of Texas, and its adminbtration shall be conduct within dm State of Texas. 
Ac«Hdmgiy, dm lav^ of die State of Texas simll ^ly in construii^ the terms of die Trust and die 

and dud^ of dm 'Drustee, unless the provisions of diis Trust i^reeznent ovenide such laws, or 
imlfiss die laws of another jurisdiction become ^Ucabie and die ^aovisicms of dus Trust 
Agremtent caimot override them. 

in the opinion of die Tri^lee, it becomes advisable ti> die loc^on of the 
Tnist, whedier in Texas or to another state ;(but in no evrats outside of the United States), for dm 
purposes of economy, tax savings, or other bene^ts to the Trust or to the Grantors of the Trust, the 
Trustee may -change die location of this Tn^ by giving notice of the piopc»«i transf^ to the 
Grantors. 

5.2. Constniction and faterpretetion . h is the intention of the Grantors to 
avoid as much as possible any suits for conduction, interpretation, or insfeructions involving this 
Trust Accordingly, if a question or {xobldi arises about the proper-construction, interpretation, or 
operation of this Agreement about any matt^ involvii^ the atkninistration of any TVust created by 
diis Ag’eement about the rights of any Grantor hereof, or aboiri the application, interpretation, or 
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coBstnidion of the Texas linst Code, as fiom time to time amei^d, the l^ustee is authoxi^ to 
resolve these qt^oss or problems in a manner it deans equitable sod proper in accordance with 
the tax and nort-tex objecdws of <h:antors. All such decisions aid actic»]s of the Ihistee shall be 
conclusive on all ever interested in this Trust 

5 . 3 , Additional Assets of Trust The Trustee is oqiress^ authmi^ te accqjt 
additional assets, mfiliiriing any subject to liens, &om any peisoi^ entity, xgneSoUative^ 
execiAor, or adnmu^rater by aiQr means of transfer or conveyrance. For all purposes, the Trustee is 
also autitoriged to aa:ept and is fully protected in. accepting any additicmal a^ets, includli^ any 
assets subject to liars, on bdudf of any person by fee action of such person's qipolnted or acting 

r^resentative, custodian, or guardian, without fee necessity of court intovention or actim, 
and based solely iqjou fee written representations of authority by fee respective transferor <as, for 
gxamp le only, undo” any fonn of a poww of attorney). 

5.4. MaTimnm Deration of Trust Because of a partiefear rule of law, 
commonly referred to as the "Rule Against Popetuities," Grantors must exjuessly provide fer fee 
Tnavimiim duration of the TmsL Howevw, Grantors hereby direct feat tiiis Trust Agr-een^nt shall 
be construed and intapreted under anofeer related doctrine referred to as fee "Wait and See" rule in 
ascertaining whether or not this Trust or any sqrarate Trusts violate the specified rule of law. If it is 
ultiraatdy detennined that any Trust violates such rule of law, feen, for such pwposes, fed Tn»t 
and tins Trust Agreement feail aot he conshued as void, but be deemed vested in fee res^tective 
Grantors as of such time. 

All Trusts created by this Trust Agreemoit shall in all eveds tominate not later than 
TWENTY-ONE (21) years from and after fee deafe of fee survivor of the following persons; SAM 
and KELLY and their descendants living on fee date the Trust is effectively or deemed'O^ated. 
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Should ai^ Trust tennii^ according to &e provisicttis of this Section ”(only), die 
tomainmg assete and properties of diat Trust shall be delivered and distiflii^ed ui^ titose persons, 
or such pasons' rqir^^Qtotives, who, at the deemed t^min^on date, coi^hite dteQranhns of the 
Trust in proportion to didr respa^ve Shares. 

S.5. Special Postponement Provision . Uto Trustee is aiitfytriz<-d, but not 
directed, to pos^one for a reenable time any part or aU of a final or interim di^liutioa fiom the 


audite, lawsuits, disputed claims, or similar unresolved matters. 

5.6. Proidsiops Relating to Powers of Anpoinfaneat , Hie folbwing provisions 
simll gov^ the exercise of all powers of ^pomtments vested in eadi individual 
undct this Trust Agreement: 

(a) Exendse of Powers of Apnfttntm<>nt » Each individual Grar^ may 
exercise ids or her gousal power pursuant to a wihten memorandum delivei^ to die 
Tni^ durii]^ the individual Grmtor's lifetime. Such memorandum shall be 

and signed by toe individual Qantor azui shall be witnessed by two (2) 
witne^es. The individual Grantor can amend or revoke such memorandum at any 
time by delivering an additional written manorandum to toe Tru^ which is 
signed, dated and witnessed. ^ any general powa is not exercised pureuant to a 
lifetime written memorandum, then such power must be exercised pursuant to a 
clause in toe individual Grantor's duly probated Last Will and Testameait. 

The individual Grantor must exodse a general power by Tnatring 
specific referttice in either toe memorandum or Last Will and Testament as to whidi 
section of toe Trust Agreement toe pow« ^ being exercised under, and must fuitoer 
designate toe qipointees, their shares, pioporticxis and amours that each shap be 
entitled to, and whdher such ^pointm^s are in trust fer or directly to sudi 
appointees. 

(b) Effective Date of Exercise of Power : Any general power shall take 
effect at toe individual Grantor's death. 
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ARTICLE VI. 

TRUST£E*S POWERS AND RESTRICTIONS 

6.1. Trustee Powers Ch^r Partitjoias. Divisions and PistribiitiiiBs. The 
Trustee ^lall have &e poweni to ir^e all partitions, divisions, and distributions coirtenq^lated by 
this Trust Agresnent, and ite dedsions and actions shall be bindir^ and conclu^ve upon all 
int^csted parties. Tlie Trustee may, in its discretioo, msSss tiiese partitions, divkicms, or 
distributions by pmpc^onately allocatmg assets and propoties in kind [ inp.hwtiTtg andivi<ted 
interests in {M»perties], or partly in money and partly in kind. The amount of a distribution in 
duiH be deemed to be the value of the proper^ on the date or dates distrflnited. A distribution to 
any distributee may be coinposed of property similar to or diff^ent fhnn tiiat transtei^ to any 
o&erdistnDbutee. 

6.2. Trustee Investment Powers . The Trustee diall have the following 
invwtment powers: 

(a) General Divestment and Management xhe Trustee 

shall manage foe Trust Estate as directed by a mEgority in htferest of tiie Grantors las 
detamined by thdr respective Trust shiffes]. In the absence of qiecitic directions, 
foe Trustee foall manage the Tru^ Estate for and on behalf of the Grantors in 
accordance with their discretioiL The Trustee sha)) not, howevCT, be limited to nor 
bound by the provisions of the Texas Trust Code (or any imr-cesgor statute], or by 
any ofoer statutes or regulations rejecting investmoits by fidudaiira exeq>t to tiie 
extent that such statutes or regulations cannot be waived for any corporate Trustee 
and tiiere are no individual Trustees fooi serv ing , fovestm^ts need not be 
diversitied, may be of a wasting nature, and be made or retained wifo solely a 
view towards a possible increase in value. The Trustee is expressly aufoorized to 
retain or invest in non-income producing preperty in its discretion, foe best 
interests of foe Qrantore will be better saved by that investment 

The Trustee is expressly authorized to invest in hi^-income 
producing property, non-growth or margmally-appreciating property in its 
discretion, it determines foal such inv^tmeite are advisable for the Trust To fois 
end. Grantors her^y expressly relieve the Trustee fican any and all duties, 
obligations, or responsibilities to invest any part of the Trust Estate ui growtii-typc 
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assds &r ^ or any cusmit or ^tine Grantors. Tte Trustee nhall i^it, 
liiraefoie, be ImWc for any t^arjUing losses of the Trust, nor for any dq}recia!ion or 
d^line in the vabte of 'nust Estate. 

(b) Power to Retain Aav Property Transferred to the Trust: Any 
property tiansfoc^ to foe Tn^ shall be deemed a {nopeTinvestmeait. TheTn^tee 
is expressly aufo(»ized to retain all such property with no du^ or obligation to 
diqxie of or convert any of these prqjertira. 

(c) Real Estate Powers : The Trustee shaD have foe following 
!K)n-exchisive powers relating to any r^ ^ate assets or inveshnente fbm^y 
constmedj.owned directly at indirBctlyby foe Trust {including all Property horeoiO* 
to sell, exdraoge, de^qp, partidon, transfor, abandc^ or otherwise di^K^e of any 
incqpaty, at public ot private ^e, wifo or wifoofo covman^ warranties, or 
goarante^ for any iMspos^ and tq)on any terms, including sales on credit [wifo or 
without security], in any manner and rd any prices; to grant o|^oqs on foe samc^ to 
lease any property, for any term or terms, upon any conditic^ ard remtak, and in 
aity manner, izie^ective of ^efoer the term of such 1^^ excels the pofod 
pamitt«l by law or the probable period of uhninistiation of any Trust; to r^^ or 
modify any lease; to grant options to rmew or modify any lease; to raise mrercct any 
structure; to make rqiaiis, rq>]8cemeQt5, and inquovernems, vhefoer structmal or 
otherwise, for any property; to improve real property; to subdivide or plat ^tate; 
to d^cate streets, alleys, and ways; and to dWte sites for public, chariteble, or 
educational focilities. 

(d) iVominee I nvestments ; The Trustee is aufoorized to mnin»ai> any 
investment [or other acticm} in the name of a nominee, whefoer itself or another 
indiddoal, business, or eitity, wifo or without a power of attorney, in the name of 
one or more Truces without disclosing fiduciary cs^adty, or to retain tx make ai^ 
investment in a .form penxtitting transfoability by delivery. At all rimp.9 howev^, 
foe books and records of the Trust shall reflect all such investments as investment 
of foe Trust and foifoer reflect in whose name; custody, and possession such asset 
axe placed. 

(e) Power to Sell Assets: The Trustee shall have foe ^ecific power and 
authority to sell all or any part of the asset of foe Trust {including without limitaticm 
the Property] t^n such terms and conditions as the Trustee, in it discretion, foaH 
determine. This power of sale shall be broadly construed in fovor of the Trustee. 

(f) Power to Designate Renresentatives t The Trustee shall have the 
power to designate one or more individuals as representative agent of the Trust to 
transact any business for or on behalf of the Trud or the Trustee. 
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6.3. Protection of Third Parties Transactiag Business or DgaHtifr wifli the 

Tmst No purchaser at any sale made by the Trustee or persons dealing widi ttic 'Dustees under 
tfa» TnKt Agreemeast shsdl be obliged ot allowed to atUaad to the ^plication or use of any money 
OT property jaid or delivered to fee Trustees, or to inquire into the e9q}^ency or prcpriety of any 
transaction entered into azul CTUSummated upon toe teams as toe m ito discretion, (toen^ 

advisable. AH individuals, entires, businesses, and otoer tluid partis (toaling wMi toe Tmst or any 
Trustee shall be folly proto:ted fiom all liabilities in transacting any busing with toe Trust 

6.4. Special Trustee Sdf-Dealing Provistons . Xjmctois are aware of toe 
pot^itial inobl^mi to^ may arise in toe administration of tois Trust if a Trustee, in its discretion, 
should foul it advisable to trans»:t business with iteelf, whetoer indivitoiaUy or as a fiduciary under 
any oto^ trust agreement. Grantors expressly rdieve any and all Tru^s and fiduciaries fiom any 
self-d^lmg restricticms and limitations, excq}t for those inrohibitions vdnch caimot be waived. 

Accordingly, Grantors her^y q»ecxfically waive such rules md pmhfoMons • 
regarding ^f-dealing, conflict of interest ot any otoer rule or r^ulaticm residing the tiansactlon 
of busness between a particular trust or fiduciary and such trustee or fidudary. Torexanq>le, toe 
Trustee may fiuely transact any business between this Trust and any other trust, or between toe 
Ifostee, in its individual capacity, and tills Tmst 

6.5. Sneclal Business Powers of Trostee . In addition to any and all powers 
grants to toe Trustee by this Trust Agreement toe Trustee has toe following additional powers 
with respect to any busings interest vdiich is or becomes a part oftoe Trust Estate, whether it be a 
sole proprietorsh^, joint venture, partnership, limited liability company or corporation: 

(i) to hold, retain, and continue to operate such business solely at toe 
risk of the Trust Estate and without liability on the part of the Trustee for any 
losses resulting from operation of toe business; 
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(ii) to enlar^ dino&ish, or cban^ tiie or the nature of ^ 
activities of sx^ busing; 

to use t!» general assets of ^ Trust tor toe purpose of the 
business; to inv^ at^tiorud coital in ch: make loans to sodi business, 
of toe non-pioducdvity of su(to investment or k>si, or toe divefsffication of 
investments; 


(iv) to eaitonrse or guarsotf ee on bdW of toe Trust any loan or 1 (mis 
m^ to the busing and to secure toe loan ot loans by |^edge or moi^ige not 
coily of toe Tru^s property interest in any such business but also by any oU^ 
liberty of toe Trust Estote that the Trustee may deem proper; 

(v) to m^e or concur in toe decision to &:;cumu!ato smplus m toe 
business or to pay dividends or otlMrwise distribute toe profits of the business, as 
the Trustee, in its discretion, may deem advisable; 

(vi) to atteept as conect financial or oth«' statonents resukred by toe 

business fimn time to time ^out its conditions and operadrms wh«ae toe 

Trustee has actual notice of inaccurate infonnation contained therein; 

(vii) to regard toe business as an entity s^aiate fimn the Tru^ with no 
(hity to account to any court about its business or operation; 

(viii) to dissolve, liquidate, or sell any business interest at such time^and 
torn time to tone] and upon such terms as toe Trustee may dean advisable; 

to incoiporate any business and hold the stodc as an asset -of toe 

Trust; 

(x) to satisfy any liabilities arising out of toe busing, vto^her 
contractual or tortious in nature, first out of the business, and secondly out of toe 
Trust Estate. Howeva, in no event shall toe Trustee be individually or posonally 
Ikble for any business activities or decidons, aivl if the Trustee is held liable, it 
shall be ojtitled to indemnification fiom the business, the Trust Estate and toe 
Grantors in toe <wder named; 

(xi) to authorize and participate in any mergers, r-eorganiz^ions, . 
consolidations, exchanges, sales, private or commercial annuities, cht any other 
form of business transactions involving ownership changes; 

(xU) to employ such officers, managers, employee, or agente as it 
deans advisable and to pay such p^ons reasonable compensation tor their 


18 


Confidantial Treataent Requested 


BA 16343- 



4576 


searvk^ -wittusut r^id to aay fiduciary and oxpecsea payabte to the Trustee; 

aiKi, 

■(xm) fi> ex-^dse aM ofiier acti(ms or powers whidi an individual, • 
competent adult would possess in qseratmg such budn^. 

6.6. Formation of Business Entities . Ute 'Tnstee is authorized to invest aH or 
any pcutioa of the Truirt Estate in one or more joint ventui^, partnadi^ limited liability 
companies or<x)ipo7atio!^ dte outstanding ^uity interests of vdudt se owited in whole or in part 
by toe Trust 

47 . Protection ofTrustee for Acts of Agents . Tlie Trustee diall not ho hdd 
liable or ofi^rwise f^)onsQ)le for any neglect, omission, or wrongdoing of any i^sent ^ployed 
by toe Trustee on behalf of toe Trust provided toe Trustee uses reasonable -care inthe oiqiloyment 


6.8. Liability of Trustee . The Trustee’s liabili^ shall be fimited pursuant to toe 
following i»ovisions: 

fa) Acts bv Trustee : No Trustee shall at any time be held liable to toe 

Tru^ or any Grantor for any action defoult of the IrustM or of any otoer person in 
connection with the admindtration of toe Trust unless caused by the Trust^s grc^ 
negligence, bad faito, or wiilfiil commission of an act in bread) of tiust 

<b) Limitation of Personal Lidiilltv of Trustee: The Trustee shall not 
incur any personal liability to anyone dealing with toe Trustee in the administration 
of the Trust Est^e. The Trustee diall be ectotled to reinibursem^t fiom the Trust 
Estate and toe Grantors for any tiability, whetoer in contract or in tort, incurred in 
the administration of toe Trust. The Trustee may contract in such form as to exempt 
toe Trustee &om posonal liability and to cause such liability to be linuted to toe 
Trust Est^e. No successor Trustee toall have any duty, r^ponsibility, obligation, or 
liability wbateoever for foilvure to the acts or omissioDS of any predecessor 
Trustee. 

6.9. Accounting ResponsibiUties ofTrustee . The Trustee shall maiiifam proper 
books and records reflecting toe assets, lidaitities, investoimts, income, disbursements, principal. 
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and transactiom of each Tnist The Tn^tee is oot requiral to rontonn to flic provisions of the 
Unifonn Trustee’s Accounting Act or any similar act The Tru^ees shall be free of any court 
aax)untmg or ^jp^visicm of Trust 

6.10. Ultimato Termination of Trustee^s Responsibilities and Thirty The 
Tn^tee's responsibilities and ditties under this Trust A^^ement shall cease i^n final dstribittion 
of all of toe income and principal of toe Tni^ and the con^letion of any miscellaneous work 
connected wito toe tennination of toe Tnist and toe distribution ofitsT egnainii^ ass^ 

6.11. CktBCT^l Borrowing and Lending Powea-s of Trustee . The Trustee is 
^ecifically a^orized to borrow and/or lend my amount of funds from thne to time ai^ at any Hm<» 
from or to ai^ individuai, business, or atti^ (vAtoetoer or not a Gnmtor of toe Trust) when it 
d^omii^ such ^on necessary or advisable arul to pledge all or any portion of toe assete of tins 
Trust as collateral. The terms of any indebtedness or loan shall be drose that the Trustwj, in its 
masoiBble discretion, may deem advisable, even if toe expected period of toe loan extends beyoixi 
toe tam of any Trust 


ARTICLE Vn. 

DEFINITIONS AND MISCELLANEOUS TRUST PROVISIONS 
7.1. Powers Cumalative . Trustee shah have ah of toe rights, powers and 
privileges as set forth in toe Texas Trust Code (or its successor statute) governing toe powers and 
responsibilities of Trustees. In toe event, however, that any provisions of such Code in any way 
conflict or otherwise do not conform to the teams of tois Trust Agreancnt, toen the provlsicfflis of 
this Trust Agreement shall in all events ccxitrol the administoation of the Trust to the may TTnnm 
extent pemutled by law. 
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7.2. Defintlioas for Deseend^fe . Hie following definitmns of "dercaidants" 
shall be utilized in interpreting this Trust Agreement tadess a contrary urtent is clearly sfeted or 
shown by context: 

(a) Descendants : Hie tenn "descendants" or "descendant" shall mean 
an toe pasons who are in a direct line of descent of a person ^lecifically namoA or 
ixuhc^ed by the amtexX of foe Hust Agreon^ Ihese ^cmiteifes mu^ be 
lawfully miked to such persons by consaoguimty or adoption [as provide below}. 

0>) Pescendant In Being : A descendant [who is later bom alive] shall 
be treated as a descendant during foe actual period of gest^cm for foe {miposea of 
detenmning [1] whefoer any person has died wifoout surviving descendacUs, and [2] 
whether a psson is entitled to share in a distzibutbn of primn^aL 

All other ri^hte for purposes of such descradant shall be^ at the 
date of bixfo, provided sudi descendant in gestation is bom alive. 

(c) Barths Out of Wedlock : Any descendant who is bom to persons out 
of wedlock shall not be considered as a "destkndant" of such pensons for|Hiiposes of 
fods Tiu^ AgreemCTt except for foe foltowii^ [1] any descendant wtte-is l»mlo 
pasons openly living tog^er as husband and wife after foe perfonnance of a 
maxxiage ceronony between them shall be considered as a "desckidant,'' -even if a 
purpeated divorce of one or both of such persons with reference to a prior marriage 
is invalid; and [2] any tocendant who would ofoerwise be excluded from benefiting 
as a "descendant" by opaation of tius Se:tion shall be treated for all purposes as a 
"descendant** and only his or her natural parents become husband and 
throu^ foe performance of a marriage caemony between than after foat child's 
birth [or during gestation], or if any child or descendant adopts such dnid or 
descendant, as provided below. 

(d) Adopted Descendants : The term "descendants" shall in cl ude for all 
purposes any person legally adopted iwior to his or her attainment of foe age of 
TWENTY-ONE (21) years. 

(e) Persons of the Half-Blood : Persons of foe half-blood shall be 
treated as persons of foe t\foole-blood unless otherwise specifically provided by this 
Trust Agreanent 

2i3. Definition of_Per Stirpes . When the Trust Agreement directs that any 
portion of the Trust Estate is to be divided among a decedent's desoaidants on a "per stiipes” basis 
the division into stirpes shall begin at the goioation nearest the deoedertf . 
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7.4. Interpretafloa of Trust Agreement The singular shall be mtei|»eted as 

the plural, or vice versa, if such freatment k n^^ary to intepret tins Tnst Agreement in 
£uxordaQce with Granha's manifest intenticHis. If the feminine, masculine, or neuter gen^ ^uld 
be (me oftiie other ger^ss, it shall be so construed. This Trust ^eement has been divided 
artictes, sections, paragraphs, and subparagr^hs. The interpretation of this TVust Agmonent shall 
he determined from dus Agreem^t in its entire^ widiout r^ard to divudons and headings. 

7.5. Definitfon of ”Code*' . The term VCode" sdmil mean the iotenml IRevenue 
Code of 1986, as anmndedL 

2A ExecBtioB in Counterparts . This Trust Agreemoit may be executed in a 
number of countaparte, each of vdiich will be deemed an originaL A copy of the Trust 

Agreement, whetbCT conformed or photocopied, may be used for any purpose widiout fee n^esdty 
of producing fee csiginal counterpart. 

This TRUST AGREEMENT shall extend to and be binding upon all hrai^, 
executors, administratore, legal representatives, and successors, respectively, of fee partis to tins 
A^eement, and shall be effective as of August 1, 2000. 
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BXfflBIT "A" 

DOTIAl, ASSETS OF 
THE COTTONWOOD VENTCRES H 
MANAGEMENT TRUST 


CONTRIBDnNG GRANTOR 

AGREED 

TRUST 

AND PROPERTY DESCRIPTIONS 

VALUE 

SHARE 

A-S^WMWYLY 



Cai^. 

$60,000 

1.00% 

B. KEl.T.Y WYCY ELLIOTT 



Casit. 

$60,M0 

l.W/o 

r COTTONWOOD n LIMITED 



Cash. 

$5,880,000 

98.00%* 

D. TOTALS. 

$6,000,000 

■100.00% 


229275 
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iRosemary's Cfc-cte R Ranch - Sesste, Orange, Pops, Flo Flo, Subba, Baicli, Katy (SW.EW,LW,UM,KE,AW,CW} 1 

Foreign Grantor >1994 Shares or MaHcet 

PriccKf at 12/31/04 Face Value Value 

Book 

FMV 

Cash 



Bank of Bermuda 

260 

260 

Total Cash 

269 

260 

Loans & Advances Receivable 



In'ertrust advances 



Total Loans & Advances Receivable 

. 


Investments in Real Estate Trusts 



Rosemary's Circle R Ranch ManagemenI Trust 

45,685,000 

43.031.427 

Total Investments in Real Estate Trusts 

45,685.000 

43,031,427 

Total Investments 

45.685.000 

43.031.427 

TOTAL ASSETS 

45.685.260 

43.031.687 

Lo»is & Advances Payable 


— 

Due to Yurta Faf Limited 

21,643.988 

21.643.988 

Due to Bessie Trust 

3,212,000 

3,212.000 

Due to Audubon Assets Limited 

1.620.267 

1,620,267 

Due to Orange. LLC 

2.234.690 

2,234,690 

Due to Pops, LLC 

5.332.177 

5,332,177 

Due to Fk) Fio, LLC 

3.301.860 

3.301.860 

Due to Bubba, LLC 

8,392,086 

8,392,088 

Total Loans & Advances Payable 

45,737.070 

45,737.070 

TOTAL UABIUriES 

45.737,070 

45,737,070 

NET EQUITY 


(2.705483) 

TOTAL UABIUTIES & EQUITY 

45,515,260 1 

43.031,687 
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= Redacted by the Permanent 
_Subconmiitt^jonJnvest^ 


CAPfTA LgeO COSTS 


RmaancM 
ElSoB Raaldanca 
Acton Rs^denei 
VyylyRaM«nc«(SAC} 
GiMm RooWonca 
WytyRs*kMnc«IE&B) 
YaaryRooktenc* 
MaimawsRMidance 


Common 
Round Batn 
RIXadcHausa 
Nstil Cabin 
OOwrAasoB 
Cttw Savctms (Ronils) 
8am« (Pole. Lo{|. Callar) 
Gianary 
G^syV^Oon 
VUaga Graanhouaa 


Mimlruciuia 

Infractrucuira 

ROSdC/ ACCOM 

Ganarai 

Enargy Sytowna 

Fire Wad SContiola 

WalsrS Sawaga 

Managtmani 

BiWgM 

Undse^ang 

Irnealion 

ElacMcal 

Mscadanooua 


EXPENSE fTEMS 

Saisiiu & Pa)nii TaxM 
Faim Eimmmim 
CoiwuHinfl'Laflai.oitw 
: liMinneo 
UbWu 

' RaetEMaraxw 

: owe* 

OfMr 

Tnvdl 


chad! 


ROSEMSHrS CIRCLE R RANCH 
B9DGET / COST TO DATE & raOpCTEO 
t)*o-04 



t tm.iM t irt.aoo t $$4.100 t Wtioo 1 


TOTA L i 46^S<» 1 3.»«l^l> $ MjdJtO i 6.090J0C S 5»J«>,1TT 

VoMCMftRRm'RlQwM $ 2.S4S.100 $ a.Oi««» 

A Coat»toDiaCpti)July31,2004 axpansw eacRW I tlMS.tO<l 

a hWuaaa Ranalnlna ZOO* Co»» Wd 

tFQgNn 

I ElUon Sleddnca - Cotit to coD^ett midciux b (diase nne ui 5004, Phase B 00 hcikJ - emu t« MXK 

t Acioo Aendcocc - No addmoiu] coui anitapaud to 5003 

3 SbC Kc«dcnce- F&OjECT ON HOLD • csilnascdcaici pn?|tctcU u be iocuinii lo 2007 fi; 20n 

5 E&SWyiyfteslde&cc-WIlLNOTBESUIUPlNC 
• MaitbcwaKcsideDce'iiiosdTCainpIcta 
7 Round Bara - Goaa pDjccttd to begiB spnBg 500 s 

S Other Au^ ■ Ptopk apace:. windosJI Cc upper ranch prad - PROJEC7SON miD' cons ptofected be 2007 
9 Gyp:yV/agaR’t.sneBCp»jcc{(cojUa»ignedn>SCsC} 
to V^e Gceeboux- PROJECT ONHOLD, core prajcctcdbc 2007 

11 Energy Syaccoia- PRC^CT ON HOLD- coits pcoje e te d fee 2007 

12 Watte Sewage-isoatlycompiets 

1 3 loigaeioD Sysreov current project 

14.18 Salartcs& Fami Er^ciue - bcuR expeoK: boMd cm hiatoricat coK> - adjuitd for IM iaciuw fyat 

I • CoiKiltiiig ■ Asrampilon tbat conuilnng coKS will coounuc at amt kvel uncii 2005 aad tben J cac are thfoegh 20QS 
17 loranncc - Auuaipiun that inauiancc wid continue to Urcteaat and ibcDimloff upon coa)plcDao(anraBd2O05/2D0d) 

IS (ltdIiSea- Aaumptio&[hatutiluycaKawilta)ncinuccotBCtcaaciopKxwbiiaBiMiuetioaaiidwlBk«Ei«fflB200V2007 
19 Real Estate Taxee-Auumptlrai that con wdl continue to laciRue la pace with caaRnicnDOiodiriBlrecI 08 IB 20067201? 
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Shart RobeHaon To: Michele Boucher 

otSNh Sublet Re: fcD 

Are we talking about July? i did do June Hope we're not duplicating efforts. 

There’s a lot going on (why does It always woiic this way?), keeps life interesting. 

C W is selling two properties irt Co. to Quayle. 1 think where we're getting Is that Quayle vdll form 2 
subsidiaries which are U.S. Corps. Should know later today. We've talked with Bond end he's okay witii 
the CastleCTeek purchasing properties tiiat will be used by the'^potentiar beneficiaries of the trust This Is 
a nofweportable Item by the Trusts and the US. parties. Rodney is doing the legal worK I sent to your 
office and Bond copies of the appraisals end selling prices Hope to close this next week. 

Sam still has a contract pending on one property It is up to him to determine whether he wants to 
counter. I'm not sure what he's going to da He seemed to be getting a little worried about tire markets 
and wasn1 too sure he should be spending $10 > $14 mHllon to purchase the property and then spendbig 
money on building housea 



D. Henis has been raising hell about the money going into Green Mountain it's not that I don't think he 
should be. Just adds one more stress level Currently he has agreed to fund through Sept IVe had that 
discussion with both Sam and Evan. Surprisingly, Sam did not explode, but It actually seemed to cause 
him to step back and rethink the money is spending. We'll see what happens Anyway. I do mink we 
need to give notice to FUND to redeem $10 million for the SW entities to fund Green. Do you have time 
to give me a recommendation on needs to get redemption notices In before9/1? 


There’s be some new bust regulations and ugly case law recentty From several lawyers Mike and I have 
been strongly recommended lhai we no longer serve as''U.S. dUzens",a5 protectors. We're thinking 
about fomting a Channel Island corp that Is the prolector. The owners would be Mike end I < 50% (stay 
out of the CFC rules) and you, David Harris, David Bester, Daughtery end Fuileriove the other owners 
Mike is particularly concerned about all the bad press about Cayman lately That's why he's picking toe 
Channel Islands. We're thinking It might be good for the administrative fee from the trusts to be paid to 
mis new co^ and then hire ITC as an administrator. We’re still exploring... ,111 keep you Informed as we 


get further along. 
Michelle Boucher 


on 08/18/9904:27:46 PM 



Michelle Boucher 


03/18^9 04*27:40 PM 


To: 

cc: 


Subject: fs 


I finished cte consolidation/ and did s reasonableness check az the cvr and 
SW and donestic consolidation le*v©ls. I had some questiors fcr Elaine re; 
Brush Creep's holdings and valuations of SSfrf, SE and MIKE. A Iso, her 
sumary sheets did not show the correct MV per share, but had the right 
extended total tiarkec value since they were pulled cp fco« sub-sheets. 

Hopefully she'll respond first thing tomorrow and i can get he file sent to 
vou tomorrow afternoon or night. If I can't get in the office totr.orrow, 

" Lara will pick it up from ma tomorrow night and upload it to you Friday 
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= Redacted by the Permanent 
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MicheHe Bouc her 

• " 

03/28/2{X)0 10:46 AM 
Please respondt^^^ 

'^boucher@4|||||^H 


To: Shffl’i Robeitsorv 
cc; 

Subjeci; Little Woody Creek Ratx^ Limited 


I'm trying to get this sorted out to be sold to Bessie Trust in the next 5 
- 10 days. 

There has been some back and forth on how to show the original funding in 
Devotion to WCRL to by the properties, but finally, in February I confirmed 
to Francis to go ahead with Devotion Limited being the sole share holder of 
LWCRL (as confirmed by Rodney) . What we also decided was that the full 
invested amount of approx §12M be reflected as a capital contribution (par 
value and share premium) . 

Now that I’m looking at selling the company to Bessie Trust, I don' t think 
this was the best way to do it. I think we should have left it as Devotion 
holding the nominal shareholding (of say $100) with the balance of the 
funds being reflected as a interco advance from Devotion, That way I can 
sell LWCRL to Bessie Trust for $100 and have one of Bessie’s subsidiary 
companies assume the loan from Devotion (or advance the funds to LWCRL and 
have them repay Devotion - I don't think it makes a difference). 

If Bessie Trust has to buy LWCRL from Devotion for the full $12,190,000 I 
need to get money up to the Trust from a sub corp, which I know we don’t 
want to do. Alternatively, I can have a subsidiary compani (and if we have 
to go this route, I recommend we use the newly formed Spitting Lion as it 
was also formed for the purpose of a real estate transactiorO purchase 
LWCRL. This would be okay, but I'd prefer for LWCRL to be a sub of the 
Trust, rather than a sub of a sub of the trust 

Anyway - I've asked Francis to confirm that he did go ahead in February had 
has made the necessary changes to show all the investment as capital, and 
if so, to find out if we can take action to effectively reverse it. 

I'll let you know what happens - I just thought you should be aware of the 
back and forth on this. 

I've also sent recommendations today to clear up some intercompany balances 
and move some funds around between Bessie/Bulldog to make sure Bessie has 
money to buy LWCRL. 

Michelle 
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To: Shari Robortsonl 


Subject' items tor trustees 


Trident : 

- I have received the tax exempt certificates for the Trident entities 
La Fourche Trust 

-possible sale of Woody Creek Banch Limited to Bessie Trust for a note 
with Woody Creek Ranch Limited shares as collateral (interest rate ?) 

- Francis has not yet seen any original Trust documents for execution 

regarding the Woody Creek Ranch Management Trust (he may ask about them - 
I’ve emailed Elaine today asking her to follow up on this) 

Tyler Trust 

- acquisition of CW family properties through Tyler Trust, via loans 
from Elegance (Trident) and Quayle (Northern Bank) 

- long term strategy 

- long term cash flow management 


IFG 

Bessie Trust 

- acquisition of Woody Creek Ranch Limited from La Fourche using a note 

- ongoing cash requirements for the property - construction plans ($3M) 
and annual mtce costs 

- future property acquisitions 

- cash management 

Moberly Limited 

- status of receiving legal opinion from Simcocks for the SSW 
transaction 

- possible sale or redemption of FUND to raise cash for liquidity 
Castle Creek 

- loan of money to Tyler Trust (Trident) to acquire CW properties 
Other items FYI: 

- Trident has a query on Edinburgh Depreciation Deposit adjustments made 
earlier this year - I have not responded yet - Francis & I discussed this last 
week (I know it's outstanding If they bring it up with yoiO . 

- Trust reporting. We are posted through 9/30, but I have not given a 
thorough review, and I am aware of a few problems on some small items- so I'm 
not happy to release them yet. 1 have told the various trustees that I hope 
to have these for them by the end of next week - but I think some of them 
(Francis, in particular :)) was anxious about not having them going into your 
meeting next week. I told him I doubted that you and Mike would want to 
discuss and detailed accounting related matters, and he shouldn’t worry. 

- Overall, I think that cash flow is the biggest issue right now I also get 
the feeling from IFG (which 1 think you do too) that they've agreed to be 
fairly aggressive lately and are feeling somewhat anxious about it. I think 
they'll need some reassurance possibly some pacifying. Ken seemed to be 
particularly miffed about Lehmans not following through with the notices on 
the collateral movement last weekend- I think he felt they agreed to the 
movement of the collateral in good faith, on the condition that they received 
the notice over the weekend and then didn’t get it. (1 may be making a bigger 
issue of this than needs to be, but Ken did sound a little funny, which really 
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isn't Ken) 

- Francis coinmenCed after the fact on being very rushed on movirsg forward with 
the Woody Creek Ranch closing. Which he was, but that's life. He knows that 
we will give them more time with the future acquisitions. 

Well I think I’ve begun to ramble too much :) Let me know if you have 
questions on anything else that you need to know about before you go 

I am totally happy to be on the other end of a speaker phone during the 
meetings, so let me know if you'r e going to plug me and at what timea 

I feel tremendously guilty that I’m not going, and am going to miss the chance 
to spend the time with you and touch base with all the Trustees. 

Michelle 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Keeley Hennington 
Tuesctey, November 04, 2003 11:05 Ml 

annaB<§ 7 

Margot Macinnis <l| 

Two Mite (Rosemary’s Circle R Ranc^) 


Anna - in reference to your questions to Margot re the documents sent for 
execution : 

I have the following in my files executed by IFG 1. Woody Creek Management Trust executed 
1C71/99 - you should have a copy of this - see exhibit A - the trust owed all the shares 
of Rocky Mountain Serenity Ranch 1, LLC and II LLC. These two LLC's were the entities 
that originally purchased the property. Since there were 4 lots and there was a US 
reporting requirment if the value exceeded a certain dollar amount , each LLC purchased 2 
of the lots and equal value was assigned to each - so each LLC owns 50%. 

2. Agreement of Trust Amendment to Two Mile Ranch Managment Trust dated April 20,2000 - to 
change name Woody Creek to Two Mile Ranch Management Trust. 

3. Agreement for the Appointment of Additioanl Trustees and for the Resignation of the 
existing trustees of Two Mile Ranch Managment Trust dated August 2002 - this, was 
resignation of Shan and Mike and appointment of Lisa and Kelly 4. Second Amendment to the 
Two Mile Ranch Managment Trust dated Aug 14,2002 - this was a legal clarification to the 
trust 5. Agreement for the Restrictive Use of Property owned by Two Mile Ranch Management 
Trust dated Aug 14,3002 - documentation to restrict Torle Steele from use of the property 
6. Agreement of Trust Amendment to Rosemary's Circle R Ranch Management Trust - you 
should have this for signature to change the name of the trust 7. Operating Agreement of 
Rocky Mountain Serenity Ranch I, LLC and II, LLC - these were not done in 1999 becuase of 
oversight of the law firm and was not noticed until we went to make the most recent name 
change - therefore, we need to have an existing Operating agreement for Rocky Mountain 
effective Oct 

1999 signed by all parties (you should have both of these for signature) 8. First 
Amendment to the Operating Agreement of Two Mile Ranch I, LLC and Two Mile Ranch II, LLC to 
change the name effective April 20,2000 - this needs only to be signed by trustees of the 
trust so you do not have this one 9. First Amendment to the Operation Agreement of 
Rosemary’s Circle R Ranch I and II, LLC - again to change the name and only needs to be 
signed by trustees of the trust. 

i hope this Is helpful and answers your questions - please let me know if you would like 
copies of any of the other documents that IFG is not a party to and I will fax to you 

Keeley 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated recipient ts) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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From; 

Serft; 

To: 

Subject: 


Keeley Hennington 
Friday, Jun e 06, 2003 9: 03 AM 
mbaucher<^fl|||||||||||B 
Two Mile 


Just got off the phone with Sam and they are changing the name of the Ranch to Rosemary’s 
ranch - i have a call in to confirm with Kelly before I start the whole process. ????? 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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copy fyi of what I sent to the trustees last night 

- Originai Message — 

Fro m: 

Subject: sub-funds 

We are going to want to talk substantively about setting up sub-funds at the meeting next week - I'd like to hope 
that we can have them set up and be moving assets Into them for January 1 st. 

At this point, we are looking at allocating approximately 20% of die major trust assets to sub funds, these are to 
be split equally to each child and to Cheryl (Sam's spouse), as a sub-fond created out of The Bessie Trust. 

This calculation resulte in an amount of approximately SIOMllllon per each sub-fond - this is the figure we are 
proposing to move fonward wita. I am aware that there Isa letter of wishes on file for Bessie Trust that will need 
to be amended. 

I have been in contact with Rodney Owens, our US tax and estate planning attorney and he is in agreement with 
the following proposal, which I have discussed extensively with Sam and Shari: 

-Create subsidiary companies of The Bessie Trust which are nominated byway of a letter of wishes as sub-funds 
for the benefits of particular children and their descendants, as well as one sub-fond for his spouse. 

- Sam's intent is that the sub-funds be appointed out into sub-trusts upon his death. 

- the sub-fonds should effectively be revocable prior to his death when they convert to sub-trusts 

- Each sub-fund will hold a composite of the major investments held by the global trust system including: Cash, 

US Agencies, Michaels, CA, Maverick, Edinburgh, Greenmountain. Precept. Ranger and the Real Estate holding 
companies (Two Mile Ranch and the Cottonwoods). 

- there will be specific allocations to some children, for example - Cottonwood I , which represents the ground floor 
of the Paragon Building, used by the Wylyworks Gallery will likely be allocated to Kelly Wyly Elliot's sub-fund. The 
Global Audio Visual investment and loan will be allocated to Laurie Matthews' sub-fond. 

- We would like each sub-fond to own part of Two Mite Ranch, but each family group should fund construction of 
their specific houses, the common development costs should be split by everyone. Since we don1 want 
ownership interests to fluctuate due to the amounts and timing of construction costs, we need to determine 
another mechanism for 'investing' funds in this property development What are your thoughts on making gifts to 
Two Mile Ranch (iOM) (we would keep track of the accumulated gifts in sub accounts) or loans. 

- Bessie Trust does not have significant liquidity or many investments other than the art and real estate vehicles, 
as such, we propose to tend assets from the 1992 trusts (Bulldog, Lake Providence and Delhi) to provide 
liquidity. The fact the Sam's spouse is not included in the class of beneficiaries of the 1 992 trusts must be 
considered when we look at this. 

- we would like to proceed on the basis that the Trustees, together with lOM/UK counsel - Michael Fullerlove If 
appropriate, draft the required amendments and amended letter of wishes to accomplish this. We'ii have US tax 
counsel review. 

- obviously we welcome your input and guidance as we set this up, to ensure we are conforming with Manx law as 
well as the trust documentation. All comments are welcome. 

To start things off, here are a fist of possible company names - perhaps you could check the registtar and advise 
which ones could be used: 

Katy Limited 
Katherine Limited 
Abmahi Limited 
Minerva Limited 
Cleland Limited 
Armstrong Urrsted 
Balch Limited 
Parker Limited 
Irwin Limited 
Flowers Limited 

i hope this gives you a basis for our discussions next week, and we look forward to hearing your thoughts. 


Redacted by the Pemianent 
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From: 

Sent: 

To: 

Subject; 


Keeiey Hennington 
Tuesday, AprB 10, 2001 7:47 AM 
Rena Alexander 
Re: Two Mile 


AttachrrkHits: 


Doc Link.htm 


Kelly seems to be getting much better at keeping me in the loop - I hope it continues - It 
would sure make our lives easier. I am feeling great, pretty much back to 100%, just 
lacking a little sleep - but Keith has been a huge help by staying up for the last feeding 
so I can go on to bed. So far it*s working out great and Jordan has been a big help too - 
I'm just wondering how long it is going to last. Take care and talk to you soon 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s ) . If you are not an Intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Rena Alexander 
04/10/01 08:37 AM 

To: Keeiey Hennington/htstj 

Subject: Re: Two Mile 

I’ll try to remember and remind you. 1 


know who’s building what 


£r when. 


From: Keeiey Henningtoi 
To: Rena Alexander/htsi 
cc: 


on 04/10/2001 08:30 AM 


Subject: Re; Two Mile 

yep - that's right. Also help me remember that as we start to build other 
houses, those Individuals will need to contribute to the Management trust. I 
think Andrew will be one of the first ones to contribute, but this can wait 
until I get bac)c in. 


The preceding e-mail message (including any attachments) contains information 
that may be confidential, or constitute non-public information. It is 
intended to be conveyed only to the designated recipient (s) . If you are not 
an intended recipient of this message, please notify the sender by replying 
to this message and then delete it from your system. Use, dissemination, 
distribution, or reproduction of this message by unintended recipients is not 
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authorized and may be unlawful. 
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Rena Alexander 
04/10/01 08:26 AM 


To: Keeley Hennington/htst^ 

CG : 

Subject: Re: Two Mile 


They just requested from Michelle (friday) IM for Cottonwood II, and another 
2M for the ranchs. Sam i Kelly would need to contribute 1% each of the IM 
right? 


From: Keeley Hennington on 04/10/2001 
To: MBoucher 
cc: Rena Alexl! 


08:16 AM 


Subject; Two Mile 

I got a copy of a memo from Kelly that only went to family members so I am 
passing along the details in case you did not get it. It looks like they are 
considering putting in their own natural gas line to the property. They are 
also considering putting in cable, telephone, fiber optic and electric lines 
and possible setting up a "Woody Creek Gas and Electric company” and 
charging neighbors who want to use the line. It looks like for right now 
they are only going forward with the natural gas line and Kelly put a note on 
It that the cost is estimated at 5400,000. Not sure if this was included in 
any of Kristins previous estimates. There was no time frame listed for the 
line, but I would assume late summer. 

Hope all is well 

Keeley 


The preceding e-mail message (including any attachments) contains information 
that may be confidential, or constitute non-public information. It is 
intended to be conveyed only to the designated recipient (s> . If you are not 
an intended recipient of this message, please notify the sender by replying 
to this message and then delete it from your system. Use, dissemination, 
distribution, or reproduction of this message by unintended recipients is not 
authorized and may be unlawful. 
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05/OS/O:^ ii-.48 FAX 


SEELEY @O0l/0Cg _ 


The Wsh Trust Company (Cayman) Ltd 


FACSIMILE COVER PAGE 


TO: 

SamWyly 

Prom: 

MiclieUe Bouchar 



Fax: 

345-949-2519 

FAX: 

1-214-ftlKKt 

Tel: 

345-949-0658 

CC: 

Kseley Hennington 

DATE: , May 8th, 2001 




Wc are traasreittiug page(8). Please coi^tact tte Tadcrsigned if fhane is a problem 
witfi tbe transioisiaoD. ‘ ______ 


Sam, 

yyr^ p rtf alloeatjoTis for the 6 sub*funds to the ofShore trusts. We are in ^ 

process of setting up tibe subsidiary holding companies and hope to be able to move assets 
starting on June 1**. Ibe lOM Trustees have agreed a structure tiiat wc are comfortable wi& and 
Ro&ssy Owens is iqjpioving t\it final documentation. The sub-funds will be Cayman LLC’ s b$ 
subai^aries of the lOM Truatf They will not be formal appomtmeots out of the overall trust and 
will be rev^able. They exist; as a sub-ftoid via an in&rmal understanding udtti tiie trustees 
wlM*d»y we acoount for these entities separately smd liaise wifli particular femily members 
reg^ding the underlying assets. 

Laurie has been spccificaSy allocated Global Audio Visual and the Mi Casa real estate 
rnvestxnenL 

- Kelly has been specifically allocated the Cotloowiod Galleries investment. 

- Evan, Lisa, Laurie & Kelly have e<paally been allocated the Spitting Lie® investmeat 
(Rosemary’s home in Dallas) 

- Two Mile Ranch and Cottemwood Ventures II(fite 2“ floor of flie Paragon building) have 
had 20% of the cost today allocated equally across all 6 children. 

I then split out investments in Michaels, Ranger, Mavwick Levered and Greenmouotain to each 
.-hMd, and balanced die overall! allocaficfft to Sl^ eadi with an aUoDadoiQ of cash and agencies. 

Note that Laurie and K^Uy both end up with relatively low liquidity. On a fairly short tenn basis 
Kdly will need liquidity to fund ormstniotion costs of fiieir home on Two Mile Rancdi. Laurie 
also, will need near tenn liquidity for rcnovation/reconstructiou of die Mi Casa property in 
Dall^. 1 suggest eit hw reducing or eliminating allocations of particulsr investments to them 
now, or leaving the allocations as is, requiru^ Laurie and Kelly to decide what to sell whet) the 
liquidity needs arise. 1 don't a problem witii them selling assets back to the overall trust, or 

in die marimt when the need arises. 

Ihave not allocated CA options, SCOT stock and warrants or the loans relating to flie Malibu 
fffoper^ as it is possible diat tltese investments maybe liquidated in die near term, lostoad of 
allofating the GMEB. loans, Tve doubled up on die allocation of GMTN conarmn stock. 
Maverick and Precept were not allocated as fliey are included under the Ranger pcctfcdio, and 
some Maveridc Levered was allocated, Artwork can be specificSly allocated at a later date 
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05/08/01 11:49 FA2 


56002/003 


when wc have completed the ide&ti^oatio& jsocess and entered into posse^tm agreements. Tite 
Tenumueg misc investousnts were not allocated due to thdr size. 

I will he ra Dallas next week fes: &e ^mily zneetiiig, hopefidly we can scl^dtjle some time to 
lookattbu. IfwB can agree a ’final’ allocation we can move forward fear June 1* transfix. 

Kind re^^rds. 
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From: 

Sent: 

To: 

Subject: 


"Michelle Boucher" <l| 

Thursday, May 24, 2001 9 :42 AM 
<khennington@|||||[|||f^ 

Fw: Two Mile Ranch 


I don't know if I forwarded this to you or not. 

Original Message 

From: kristin 

To: Michelle Boucher 

Sent: Wednesday, May 16, 2001 5:34 PM 
Subject: Re: Two Mile Ranch 

Hi Michelle, 

The construction company is breaking out future costs. I have put together a spreadsheet 
of pasts costs. As soon as I work out a few of the kinks, I will email it to you. For 
now, the house I am occupying (Historic Log 

House) has a total cost so far of $1,708,996.74. This is broken down: 

construction $1,625,521; architects $73,198.74; engineers $10,277. There will probably 
be one more invoice from the construction company for this house..... it shouldn’t be much 
Chough. I hope that helps. 

Ktistin 

Original Message 

From: Michelle Boucher 
To: kristin 

Sent: Wednesday, May 09, 2001 8:06 AM 
Subject: Re: Two Mile Ranch 

Thanks Kristin. It sounds like things are busy up there! This gives us a good starting 
point. Keeley, Rena & I hope to talk tomorrow and Keeley or I willl get back to you on 
what we think is the best way to move forward. Is the Construction co breaking out 
future costs? Is it possible to segregate out the costs incurred to date for the house 
you are occupying? 

Michelle 

Original Message 

From: kristin 

To: Michelle Boucher 

Sent; Wednesday, May 09, 2001 8:31 AM 
Subject; Re: Two Mile Ranch 

Hi Michelle' 

Sorry I haven't gotten back to you.. .things have been a little hectic around here. The 
construction company, Fenton Construction, is already breaking the costs of construction 
out per building and main ranch stuff. However, when I pay the bill, I just write one 
check a month to them. It isn't broken out. I could break it down in QBooks when I 
enter It. would that help? What categories would I use? Or should we create new ones? 

Jay and I are living in a historical log home that was already on the property. They 
moved It to redo the foundation, but it is back in the same spot and completely 
refurbished. There was a caretaker's house on the property when Sam bought it and that 
has since been bulldozed. 

Currently, there are two historical log homes on the property that are being redone. 

These building.s are really small and will be used for an act studio 
and a bunkhouse. 

Regarding our houses, no houses are under construction yet. The last I heard, mine and 
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Subc( 


'Rations 


Jay's house will be built first, then Kelly’s and Rosemary's simultaneously will start 
soon after mine (maybe two months) . We are not anticipating starting to build until the 
end of July. Please let me know what you think about the billing situation. And feel 
free to email with any 
other questions. Thanks. 

Hope you are feeling well also. Take care. 

Kristin 


Original Message 

From: Michelle Boucher 

To: Kristin 

Cc: khennington@||||BBmp ; ralexanderS^ 
evan_wylygi|||||||||||^||||||||||||||[|||||^ ; lhaskir.s@^ 
Sent: Tuesday, May 08, 2001 10:11 AM 
Subject: Fw; Two Mile Ranch 


Hi Kristin, 

Just following up on my email last week, to make sure you received it. Have you had a 
chance to think about this yet? We are discussing how to handle the accounting from 
Dallas to enable us to report on a house by house basis and it would be useful to know 
how you are going to be able to provide the support for that. 

Also, could you give me a status report on the houses, my information is a little out of 
date. I believe you and Jay are occupying what we refer to as the historical house - 
was it ever moved or just refurbished. I understand there was a caretaker's cottage on 
the property - what is the plan for 

this? Will it be occupied, used as an outbuilding or torn down. If not 
occupied, I expect any costs associated with it should fall into the overall general 
property development costs. Finally, what is the status of construction on other houses 
and the order in which they will likely progress - Kelly & Jason's house first? Then 
who's and what is the expected timeframe and cost on these at this point. 

Thanks and I hope you are still feeling well with your pregnancy -It's getting close! 
Michelle 

Original Message 

From: Michelle Boucher 
To; Kristin 
Cc: ralexande 

Sent: Monday, April 30, 2001 9:03 AM 
Subject: Two Mile Ranch 


Kristin, 

I understand that house which you and Jay are (or have moved into) currently is 
designated for Andrew on a long term basis. 

With this house and the other individual houses as the project moves forward, we will 
need to have a break down of cost allocations. Could you please break out the costs 
associated with this particular house to date. 

On a going forward basis, we will need you to provide us with details on a house by house 
basis, as well as overall and common area development costs. 

It might be easiest to have the architects/contractot/other service providers reference a 
particular house/project on their invoices and set up separate accounts for their 
billing, to facilitate us with this breakdown. 

I’ll touch base with Rena and Keeley to see if they would prefer to keep a separate 
ledger in Total Return for the separate houses or whether some sort of Excel spreadsheet 
system that allocates costs by month and ties out to monthly cash flow. 
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Let me know if you think you can get the suppliers set up to bill us this way. 
Michelle 
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= Redacted by the Permanent 


From: Keeley Hennington 

Sent: Wednesday, June 06, 2X1 4:12 PM 

To: mboucher(§^||||||||P|||^ 

Subject: Two Mile 


Okay, I have a better understanding now on what they are doing- Based on the 
4 lots as they stand now, they would be allowed to build 7 houses- They would like to 
build 8 houses so they are taking this negative covenant to the 80CC to see if this will 
get 8 houses approved. This is not something the BOCC has asked for and they are not sure 
It IS going to help at all. If it does not, then we will go back to holding the 4 parcels 
with only the ability to build 7 houses. That is why we could not have done a separate 
agreement for each tract because that would not have helped the cause - we have to show 
them that we will not sell any of the land to outside people. From talking to the guys, 
Aspen is very picky about who they will let build there - I guess I never have to worry 
about building a house there. 

Keeley 


The preceding e-mail message (Including any attachments) contains information that may be 
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not authorized and may be unlawful. 
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= Redacted by the Permanent 
>^nhcommittee on Investigatigt^ 


From: 

Sent; 

To: 

Cc: 

Subject: 


"Michelle Boucher" 

Tuesday, June 12, 2001 8:12 AM 
“Kristin"! 

<KeeteylHenningtor!/hts 
Re: Two Miie Raich 


Ki Kristin, 

Keeley will need to co-ordinate with you on Rosemary. I'm not sure whether Wrangler 
will reimburse TMR or pay the costs directly (I think the former - but Keeley will 
confirm) 

With regards to the children's houses, you will need to pay the bills directly from 
there, out of the accounts you currently have. Keeley is arranging for sub-accounts to 
be created in Total Return so that we can track the expenditures by house and then 
separately for the overall property- I'll make arrangements to reimburse TMR for 
expenditures, as we have been doing in the past. So really nothing will change regarding 
the procedures between us, it’s more of an accounting exercise between you and Dallas to 
ensure the costs are properly allocated. (Then Dallas and I need to communicate so that 
I am funding the amounts to you from the right child's account. 

If you can give me any indication of expected cash flow through year end, by child and 
for the overall property it would be a big help. Also, how are current cash reserves - 
are you going to need funding in the next 6 weeks? 

If so, maybe we should make arrangements now. 

My last day in the office will likely be June 22nd. I am likely to have a c-section the 
week of June 25th as the baby is breech. All is going well, but it is extremely hot 
here! Hope things keep going well for you - do you and Jay know whether you are having a 
girl or boy? 

Good Luck! 

Michelle 

Original Message 

From: Kristin 

To: Michelle Boucher 

Sent: Monday, June 11, 2001 6:21 PM 

Subject; Two Mile Ranch 

Hi Michelle- 

Hope you are feeling well. Not too much longer until we are both due! I have a couple of 
questions for you regarding the billing of the ranch. 

Sam has informed Kelly chat he has set up accounts for each child's house. 

He said the kids bills are to be paid by you and Rosemary's bills paid by Keeley 
(Wrangler Trust) . Currently, I get one ranch bill that is broken down between general 
ranch and the individual houses. 1 receive a pay application around the first week of 
the month and they expect payment around the second week. I have told the construction 
company Co start making different invoices for each house starting with June’s invoice. 
Here are our q-uestlons; 

1. Since there is a short turn around for payment, should I email you the amount and then 
send the pay application to you. 

2. Or should I still pay the bills for the individual houses and you reimburse Two Mile 
Ranch? 
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3. Should Rosemary's bill go straight to Keeley? 

Let me know. I'm sure you have many questions for me as well. Take care. 
Kristin 
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. = Redacted by the Pcmianent 
Subcommittee on Investigations 


06/17/01 11:07 PM 


To: Keeley Hennington/htstShtst 

mb ou ch e r ^UlllUmillllll^ 

Subject: Re: Rosemary's House at Two Mile 


How complicated 


it to add Wrangler into the mix 



Subject: Rosemary’s House at Two Mile 


Hey Keeley, 

you will soon be recieving bills for work on Mom’s site at the ranch. Dad 
said that the payment is to come out of Wrangler. I assume that at some 
point you will want to reimburse Two Mile for bills paid for prior work on 
her site. If you have any questions, let me know. 

Kelly 
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Redacted by the Permanent 


From: Keeiey Bennington 

Sent: Wednesday , Novem ber 07, g?0t 1 1 :34 AM 

To: mboucher(i|H|B||mk 

Subject: Two Mile 


If you have not already, you should be getting an update from Kelly on the project. I was 
very suprised by some of the numbers, maybe I am 3 ust remembering wrong: 

Rosemary house - 2 . 5M 
Kelly and Jason - 4 . OM 
Lisa i John S1.5M 
Barn - $1.5M 
Kristin and Jay - 760K 

Do these seem alot higher than where they started? Most of these houses will not be over 
3,500 sq. feet. 


The preceding e-mail message (including any attachments) contains information that may be 
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'Redacted by the P.mBne„r 

-Suboomntittee 


From: 

Sent: 

To: 

Subject: 


Keeley Hainington 

Friday, March 14, 2003 10:03 AM 

mboucher(§i|mi||||||^ 

Tvw) Mile 


Talked to Kelly and here is the update: 

They have hired Bob Mandick to act as supervision manager and attends all of the weekly 
meetings at the farm- He is responsible for reviewing all of the contractor bills and 
assuring charges and correct and as originally agreed to. He is also responsible for 
finding areas that fees could be reduced without a reduction in quality of work. As an 
example, he has cut some supervior hours down from 40 to 20 because they could get 
everything they needed to get done completed in 20 hours and they were just standing 
around wasting time for the other 20- He has also been able to reduce the cost or Kelly's 
house by 200,000 by questioning items on the proposal. He works only on an hourly basis 
and has already saved the farm well in excess of his charges. 

Completed: 

Bunk House 

Historical house - Rosemary has moved in Yeary House - completed Oct. 2002 Garage Barn 
Plans complete for Lisa and Laurie 

In Progress : 

Kelly house - May/June 2004 
Rosemary house - Dec 2003 

They are beginning to work on the prep for the roads which they will rnake permanent this 
summer when it is warmer. 

They are also working on their water plan which will be rolled out this summer. 

They are holding off on the hydro plant and the solar sculpture for now - they are able to 
produce all the power they need with the existing solar panels 

The Yeary house and the hydro plant both won architectural awards for design. 

The ranch was featured on the front page of the Aspen newspaper - trying to get a copy 
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‘Rosemary's Circia R Ranch ' 
at at July 31st, 2003 

Rsa)E$tet« 

3<4i Woody Rd (4 parci^) 
Woooycreek Ranch improvemeAs 

sid> total • Raal EsUM 

Improvanwils 

Usa&jQOn 

ManapMMA 

MiscJciM 

TknVanAtle 

AAonHouM 

BdOge 

CP W>*y Moose 
Const Acce» 

Covered Bridea 
E&BWjty 
aiott House 
Pamly Bam 
Garage 
General Cond 
Granwy 
Great Hal 
Gresntxwse 
GygsyWagon 
Hi^ic House 
Historic Barn 
Hydro Elec Want 
Hy*«yFir8 
Infrastructure 
Inventory 
Irrigation Systom 
Landsc^ 

Log Bam 

LawBndge 

Master 

Matmews 

McOie Home 

naucaoin 

NoenyBam 

RofeBvn 

PotAoeBam 

Preconstruction 

RootCeitsr 

SiCWyty 

Seemr BaA 

Scdar Sci^Aire 

Tolhouse 

ToARoom 

Wastewater 

Waster Water 3 

wa« 

YaaryHouee 
Cormor* Phase f 
Comoor ' Phase » 

Corruer- Phase IIA 
CorrUer* Phase III 

sub total • tmprovsments 

Autos 

PutnHure & Poturee 
Computer Egwpmenc & Seftwara 
Wyhr Farm Egulpnieni 
Oi^iaatnn Costs 
ArnoitolOrg Costs 

other assets 

Acccmiu receivable 
Cash ■ S<AA InvMCment MM 
Cash-BoU 

total cash S short larm rse'Ble 
Total ilabbities 
Srind Tout 
add: Cash at Mvpnt TruM lavri 
TotA Mgmi Trust assets 
Breakout to settlors 
SamWyty 

Two Mile Ranch Limited (lOM) 

ToUl Mgmt Trust assets 
Tout contributions sines Inception 
TMal amounts expensed to date 


- Allocation of Ranch Costs 


IS^.S21.7e 15.040.S19.01 


11.002.^00 Common 
Comnon 

11.002,905.00 


Commort 

Main bust - Bessie 

common 

Common 

Orange 


) Aetonre Rosemary’ 
S ConmoA 
2 Common 
) Common 
$ Common 




<r«v iO 
Cou-^ 


I Common 

} Aden tw - Roaeinarv r 
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Flo Fio (Laurie) 

Proposed transactions to raise liquidity for continued construction at Rosemnys Ranch 

Fio Fio is responsible to tijnd: 

3.33% of all common area charges 

2§% of ail cosls related to Rosemary’s house and related items*^ 

1 00% of all costs related to home construction for peraonal use 

coste to provide for at titis time: 

Home for pera?na! use 

Rosemary's house (est Gir^s) 2S0.0(M> 

common area (est. 6mths) S0.0(K) l-fc 

repayrrrent of advances from main trust 4^.p<X> 

Total liquidity to be raised 750,000 


' %CC 



Assets in Flo Fio, avail for use 
(approx values at 7/31/03) 
Cash 

Ranger Multi Strategy Fund 
Ranger Partners (via RFA) 
Michaels Stores (42,600 shs) 
Total available assets 


69,000 

500,000 could seli outright or transfer some to new levied product 
950.0<K) will be available after settlement 

1.917.000 cQuid soil outright, margin or enter into a derivative 

3.436.000 


Recommendation: 

Use cash on hand to fund ongoing common area charges and continue to have main trust fund any other large 
requirements in reflect of Rosemary's house. Flo Flo can plan on reimbursing for those advances and fultiiln^g the 
above commitments when the funds tied up in Ranger Partners are released. 


Long term cash management: 

The following compares orrrent assets vs. assets after toe RP money is released and commitments above are settied 



projected after 


estimated 




reaiiocaUont 


at 7/31/03 



Cash 

269,000 

0.03 

59.000 

0.01 

('i'OOi 

Ranger Multi Strategy Fund 

500,000 ‘ 

5.6% 

500.000 

5.6% 


Ranger Partoers via RFA 


0.0% 

•950.000 

10.6% 


Mictoaeis Stores (46,200 shs)/'‘/r') 

1.917,000 

21.6% 

1.917,000 

21.5% 


Oreenmountoin 

1.000.000 

11.2% 

1.000.000 

11.2% 


Total investment assets 

3.686.000 

41.3*% 

4.436,000 

49.6% 


Mi Casa Limited 

2.865.000 

32.1% 

2.865.000 

32,1% 


. Rosemary’s Ranch 

1.798,984 ^ 

20.1% 

1.498.9844 

16 8% 

<300>. 

Cottonwood II Umited 

318.554 

3.6% 

318,554 

3,6% 


fitting Lion Limited 

266.500 

3.0% 

266.500 

3.0% 


Total real estate assets 

5.249.038 

58.7% 

4.949.038 

55.4% 


Total Assets 

6.935,038 

100.0% 

9,385.036 

105.0% 


Advances due to main trust 


0.0% 

(450.000) 

•5.0% 


Total Net Assets 

8.935.038 

100.0% 

8.935.038 

100.0% 



Long term recommendations: 

Flo Flo has approximately S2.25MiIljon in RMS and Michaels Stores from which to derive future cash flow. 
Margin is available on MIK at a 30% advance rale. 


Spitting Lion • future cash needs and ongoing maintenance 
MiCasa • future cash needs and ongoing maintenance costs 
Ranch - comrrran area allocations 

Ranch - completion of Rosemary's house, furm^ings, ongoing maintenance 
Randi - any f^ans to build home for personal use and its ongoing maintenance 

Cottcmvrood II Limited - possible minor ongoing mainterance and possible sale to return some cash, but likely not significaif 
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= Redacted by the Permanent 
Subcommittee onjnvestigatioi^ 


From; 

Sent: 

To; 

Subject: 


Keeisy Hennington 
Friday, October 03, 20 03 2:11 PM 
"Michelie Boucher" A||||||||H|H||||||||H|L 
Re: FW: Ranch 


Attechments: Circle R Ranch Cost Projection.doc 


note at bottom says Matthews house not estimated but it is in the numbers? 


The preceding e-mail message fincluding any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
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"Michelie Boucher" 
10/03/03 01:58 PM 

To 

<khennington 
cc 

Subject 
FW: Ranch budgets 




Original Message 

From: Kristin's Mail 
Sent; Friday, October 
To; Michelle Boucher 
Subject: Re: Ranch budgets 


Hi Michelle, 

This is a letter of budgets and dates for all of the ranch projects prepared by Bob 
Mandich the construction consultant for Circel R Ranch. He has included all projects that 
the family has talked about. Let me know if you have any questions or need more 
information. Thanks. 

Kristin 

Original Message - 

From: "Michelle Boucher" 
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■ - Reacted by the Permanent 

■ Subcomm ittee on Investigations 


To: <k;ri5tin 
Cc: <kelly9 ^ 

Sent: Tuesday, September 02, 2003 4:49 PM 
Subject; Ranch budgets 


Hi Kristin, 

I was speaking with Sam S Evan today, and we would like to get an idea of 
budget going forward at the Ranch. Could you put something together that 
addresses the following items: 

- Remaining Common Area Development Costs ie. infrastructure, services, 
landscaping etc... 

- Costs to complete individual houses on the property 

- re: Jason & Kelly - estimated costs to complete from 7/31/03 

- re: Rosemary's house - estimated costs to complet from 7/31/03 

- Lisa 4 John - total anticipated budget 

-- other buildings or projects being considered 

- Estimated costs to manage and operate common area/infrastructure on a 
going forward basis 

- ie. ranch management, services, mtce, taxes etc... on an annual basis 

- Estimated costs to operate specific houses on a going forward basis 

It would be helpful for the development and construction costs to be 
segregated timewise into estimates for 6mth, lyr, 3yr, total projections, 
and I don't think these need to be nailed down in any exact terms, a 
ballpark idea of what to expect over the near term and in total would be 
extremely helpful. 

Could you give me an idea of when you think you could pull this together. 
Thanks! and I hope all is going well. 

Michelle 



Clrde R Ranch Cost 
PfOiection 


Confidential 

SEC_ED00003204 


PSI_ED00003204 


4611 


rna^mmm = Rwlactcd by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Keeley Hennington 

Wednesday, August 25, 2004 9:18 AM 
'Margot Macinnis'j 
RE: 


Attachments: RMR_Anaiysis of Future Coste_JUL04.jds 


Thanks Margot - got everything tied out. Have a good day - hopefully we won't have to bug 
you anymore 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non— public information. It is intended to be conveyed only to 
the designated recipient (s ) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Margot Macinnis" 
08/25/04 10:20 AM 


To 

<)chennington@ 


cc 

"Michelle Boucher" 

Subject 

RE: 


Here's the updated July Budget. I’ve added the May 04 comparison 
figures. The difference of approx S4M between July 04 8 May 04 related Co the reduction 
of projected costs based on actual expenditures to date. 

Elliott Residence - $S00k 
Graham Residence $61 6k 
Matthews Residence - $'310K 
Infrastructure - S260k 
Roads /Access SI 90k 
Fire Wells & Control S360k 
Water i .Sewage S26Ck 
Salaries 8 Payroll S710k 
Farm Expense ?360k 

Let me know if need me to make anymore adjustments 
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Michaels 

• Strong Sales 

• Stock Buy back program 

• Dividend - may increase 

• Sam & Charles - converting Options to stock (good sign for long term growth) 
Maverick 

• 2003 performance not great (approximately 4.7%, NASDQ 50%, SSP 28%) 

• Irrational market - hope 2004 will correct 

• New hire - Steve Galbraith (Morgan Stanley) 

• 2004 Year-to-date (good start at 1 ’72%) 

Red River 

• 6 active companies - 1 inactive 

Total $23mil invested 
. 50% Capital Called 

• Expect 20% for pending investments in Feb. 2003 

• New for 2003 - Baka Energy - residual fuel (Houston) 

1 . Russell County Community Hospital (70-bed care S surgery) 

2. Intelepak - foam in place (machine) 

• 2004 -- FSI Holdings $4.8M - Military fiber optic connectors (Army S Navy are 
customers) 

Brazos 7 active investments 

• Good deal flow/logged 1 35 and closed 3 in 2003 

• Cap invested $1 25M - reserved $36 for future 

• Total $203M committed. 

• Expecting 2, 2004 investments total of $50M 

• 2003 - Cheddar's, Lone Star Courier & Republic Insurance (Texas Property 
SCasualty Carrier) 

K-12 fFDIi 

• Participated in last round 

• Strong sales ($25M - series C) liquidation preference 

• Slower growth than expected 

• Cash issues - budget impasse in Pennsylvania 

Two Mile 

• Costs to date $35M (land $1 1 M) 

• Expected 2004: $15M 

2005 3M 

2006 $1 M (approximate operating cost) 

$55M infrastructure total 

• To be completed: 

Elliott - 2004 Wyly (Sam & Cheryl) - 2004/2005 
Graham - 2004 Matthews - 2004 
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Two Mile (cont.i 

• Big costs - energy system & fire suppression system 

Cottonwood 

• 2"“* floor for sale 

• Gallery doing well 

Greenmountain 

• Positive cash flow 

• No further funding anticipated 

• D, Matthews Business 

Sport Horse 

• Current path to sell property & exit equine business 

• Terminating managers 

• Current listing wants 10% - trying to negotiate lower 

• Expect to list at $10M (realize $7M) have approximately $9M in it including 
horses 

First Dallas 

• Serranin - committed to $200K per rTxmth for 1“ Quarter 2004 Software 
technology 100% ownership 

• Ail others have been written down to 0 

Ranger 

Ranger Partners 

• Affiliated $ still held up in litigation - trial scheduled for May 

• Attempts at arbitration have failed. 

Ranger Arbitrage 

• Still raising capital 
Farr)ily Funds 

• Little invested money 

• Diversified among Ranger Funds 8 Maverick 8 Newcastle 
Ranger Investments 

• Long only - short 8 mid cap 
Ranger Multi Strategy 

• New enhanced product (2 to 1) 

Sarah and David to Geneva to raise European capital. 
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ROSEMUtr S dRCLE K RSNCH 
BVDGCr / COST TO IMITE PROJECTED 
D«c-04 


CAPITALgEO COSTS 


I RMKiancM 


6,158J71 S 
4.SS.S38 

112 , too $ 

3.096,360 S 
873 S 
1,074,068 


S «,iaM7i 
S 4432 ^ 
2,833400 S 3445.100 
S 3.1SS4M 


Camion 
Round Sam 
HWwic House 
t4aM Cabin 
OtharAssMs 
oner StiKtufes (Pon ds) 
Bwm(Po(e, Log.CalUc) 
Graiwy 
G^y Wagon 
VB^ QreenftouM 


2633.000 I 1».»1TMS 


2 ss, 6 »e i 

2.158,317 
482.133 
782.01S 
321.453 
678,687 $ 
522439 
75.167 S 
3S40B 


346S.S6 

3.159417 

482.133 

1482416 

321453 

828,687 

623439 

256.167 

316406 




760.000 t 9422.3«~ 


RoadalAccess 

Genaial 

EnarsySystomt 

FlnW«IISC(Mn4s 

Water&Sawaga 

Manaoamant 

Landscapng 


4.443441 

1476.052 
644.738 
1460,113 1< 
871491 
1479432 12 

448.702 
417457 
793.783 
212414 IS 
187.796 


^MJOOO_^JJ»J3»^ 


Salanaa 5 Payio) Taxea 
Fann Exoense 
Conaul&ng - 1.884, olhet 


810.771 S 
394.948 $ 
869.134 S 
129.704 $ 
326.092 S 
37415 S 
1*2.742 3 
46.349 i 
66.963 5 


367400 5 
36400 t 
65.000 S 
S 6 .SO 0 S 
214400 % 
13400 $ 
16490 $ 
129400 t 


iOS 

294.600 f 
42.700 i 

80.000 t 
56.900 $ 

236.600 S 

66.000 $ 
17.100 1 
132400 $ 


324.100 S 

47.000 $ 

40.000 t 
62.600 t 

259400 S 
65400 S 
16400 5 
145400 t 
- t 


1407471 94 

823.446 IS 
1.044.134 10 

306.104 IT 
1.036492 18 

191416 19 
344.142 
447.149 


CtHKH 


iCoo^iarfsofl 1 
In ' 04 Total ! 

Cenperfsoin 

Dec’OaTots] 

ConparfadS 

&u8tl5Tota! 




s ii.m.au 

S 11.002.996 

t 11.902.895 

S 64:^.573 

S 4.748.870 

S 24^438 

S 2499444 

5 873 

5 14^470 

S 9%, 066 

J 5,817,167 

9 3427432 

t 2462438 
$ 2496488 

$ 873 

$ 1454412 

S 968,526 

6 5416,397 

$ 3.881444 

$ 2462436 

t 2495498 

S 1.W7.123 
$ 1442,166 

S 8^562 

t 15.703426 

6 17^23.436 

1 

5 3455,896 

S 2.168451 

S 462,133 

$ 1412496 

5 490.444 

$ 679487 

6 522.239 

t 225.167 

6 215,896 

$ 3.1^572 

S 2.158451 

5 480427 

S 1.92C,»6 

$ 767.633 

5 2497472 

$ 522438 

$ 225.187 

S 215.608 

$ 3.134400 

$ 2154481 

5 460427 

$ 1402,823 

$ 7SS,002 

3 2497402 

S 522439 

5 225.167 

$ 215406 

3 9.O41.420 

6 11.S44.0t3 

t 10.rtt.24t 

t 4467.369 

$ 1476,(a2 

$ 986,738 

$ 1450,113 

5 606494 

S 1441.725 

5 593473 

$ 417457 

$ 6B3.S2S 

$ 216,614 

6 207,796 

$ 15.900 

$ 2.996406 

5 243441B 

6 943.188 

1 1450.113 

$ 928429 

5 945465 

5 740413 

t 417.957 

$ 365495 

5 202482 

6 179408 

$ 44410 

S 2996406 

5 2433418 

$ 9^3,754 

S 1.IK0.113 

$ 928429 

S 740.813 

5 417,957 

$ 322469 

5 199.189 

$ 179406 

$ 44,310 


t 11.038.761 

1 10.954483 

i 1,064,666 

t 642,775 

5 971411 

t 322.720 

5 478480 

S 201.415 

i 141.S77 

I 68498 

$ 65.883 

J 1.471.734 

$ 1.087,337 

t 880420 

$ 313.648 

t 351461 

t 191419 

$ 144469 

t 143.259 

$ 87,083 

S 1447468 

1 1438414 

$ 766.548 

$ 352440 

5 389.444 

» 249412 

1 138473 

5 84!9SS 

3 4.171.331 

1 A6M5M 

1 liSTiiT 


rb«r CacAPtow A9e»4«d 
4 C(istaiDDsttUpa9July3l.209< 
« tnOudat BamalnInQ 2004 CoaB 




2,646,100 3 8.016400 

TnSSSlior 


t % 5 M»J 08 


J 2 ^« 0 j 7 ( 


^_J 7 j 440 j 5 « 




a 'Com toceofjtK Rudaaca 6i phase ftoa 10 2004, pIvaK IE aa hoU - costs asigncd ra lOOS 
S AeiMkesideoiM'NoatUlnoiiai cases anttctpaicd la 2003 

3 S8£ lUadesca- PROJECT ON HOLD 'CsUoacedcasupnlecMii to b( Iscuned Is 2007 8c 2006 


ts ptojecDsI far 20(7 


5 E6:8W]4yIUstdesca-WUI.NOTBE8UILX)U«; 

8 Matthews RcBdracc ' mostly ctw^ilece 

7 Round Bata-0Daes^0]4cudubcguispniig2C05 

8 Other AssrB - People spaces, windntU 8t upper eanch pood - PROJECTS OS! HOLD - e 
S CypsyWagon cuctcatpfcJceeCcuaosaigcicdwSOtC) 

10 Vil^Gieehouse-PROiECTONHOUl.coaupnsiecccdfacTOO; 

1 1 Escigjr Syscems- PROJECT ON MOLD, costs pnjecad far 2007 

12 WatcrSewii{e' mostly compleu 

1 3 Icng^moD Sysui» ciurenc peojeel 

jl4,1S Saheies Si Fsem Expense - bniteexpenscs based on histoifcal costs 'sdjustedbrKnbinciase/ym 

1 8 Consulting - Assumption that coossioag costs will coceinuc st same level uned 200$ and (bco J e wa s e chcoagh 2006 
IT losuniux- Assumption that insuiancc wUl contlmie to lactease and then level off upon c ogpfc oo o (atouod 200372006) 

18 Uedldes - Assumpooo chat ucdicy oista will cosiIbuc to iBcteaac us puce with coostnicdoa and win kvd off in 200612007 
10 Real Estate Tam - Assun^utos chat coat will eonoBue to incmie m pace with esHURvenoo end wiE level ofi I d 1006(2007 
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SUiytMARY: Rosemary's Ranch Allocation of assets 


Orangs 

^ps 

FtoRo 

Bubt» 

Sub total UC 


CMts attrtlHftBd 
RMR LM IIOM) 

2 ^,S 90.43 
5 ^, 178.82 
3.30t.B60.46 
8 , 392.087 SO 
19 . 260 .atS-S 0 


Amounli paid 
te RW< LU (iOtq 
1.S41,911.66 
3.823.42Z75 
2.429,068.52 
6,103.758,26 
13.998.181.18 


IbmunU indng 
to BnatoTnut 
392,778.77 
1,raa.354.07 
872,781.94 
238,329.54 
s', 262,854 aT 


NoM tbo tmstees nsad to maka 
a d«cWon on wNdi assets in the 
su6-ftsids to BQukiatfl to tond thesa 
obigations. pleas* review toe latost 
baJenca sheet In your Rnancial stateinent 
packasas 


Total 48,737,989.57 


AHocsOan el RoewUHysRanebMflmtTruet assets altoeilB oBief Updatoefeash 

SWylylflRMR Allecationto general exp to flow altoctohm 
Common Acton Soeclflc Total b^Tnitt RMRUddOH) bid cssli flow RMRLtdflOM) 


Sesae 

Orange 

Pops 

RoFk) 

Bubba 

Belch 

Katy 

Total 

etoeli 


24.38734.69 

937.988.41 

937.963.41 

837.969.41 
937.969 41 


1,205,6S.68 
1.205.659 68 
1,205,658 68 
1,2(».659.e8 


186,183.30 
873.25 
3.038.359.64 
1,068,043 26 
8,158,270.62 


24,575.387 99 
2,144.50234 
5,241.988 73 
3,211.87237 
a.301,899 71 


24.131 J63 87 
2,144,502 34 
5,241.986.73 
3,211.87237 
8.301,899 71 


2.344,690.19 

90.168.08 

90.188.08 
90,188.08 
90,188.08 


28,4re,254 07 
2,234,690 43 
5.332.176.82 
3.301J60.48 
8.^, 087 9Q 


28,139,082.34 

2B.139.08Z.34 


4,832,838.73 
4.S22.B3S 73 


18,613,730.09 
10,513,730 09 


43.47S,4S1.M 
43.47S.4S1 IS 


dlSEk la Tidt Msml Trust a 


444,024.12 43,031.427 04 

444424.12 42431.427 04 


2.705,643J3 4$, 737, 069.67 

2.70S.64Z 53 45.737,00957 

45,737,069 57 


Caicuiation of Adjustmont naaded in Total Return 

Intorcompany Balances 
begki of period and of period 
21,738,222.35 « 

3,212,000.00 
1.62Q.269.S5 


Due to Yurla Faf 
Due to Beuie Trust 
Ote to Audubon 

TotsI 

OustoBitobB 
Due to Orange 
Dus to Pops 
Due to Flo Flo 


26,570.488.90 

8 . 39 ^. 2^^79 

2,336.918.38 

6,232.35113 

3,304,088.41 


23,476,254.07 
8,392,087 80 
2,234,690.43 
8,332176 82 
3.301.86046 


94234 83 
1.134.95 
2,Z27*5 
(99,825 69) 
2.22795 


aoi Pireugh Yuna Ft 


( 2 L 2 eiA 18 . 41 J 


45,737.069.57 
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Puge 1 ofl 


From: Bob Witek ' 

To: Rena Alexander < 

Date: Thursday, November C4, 1999 6:39 PM 

Subject; Transfer Development Rights 


= Redacted by the Permanent 
Subcommittee on Investigations 


I spoke with Che^'l & Sam, They approved the purchase of the required TDR's for the ranch. You need to 
contact Gale at Lenny Oates office to wke $120,000.00 for the first one. 


Please verify this with Sam and 
Thanks. 





I Gale. We vuill talk iater. 


rjgOt^ 




1 


r" ^ (3<3 -o '|■'-c>o&e— 

n<L-j£ ‘I 


I 1 /J./OQ 
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March 17, 2000 


Bs; Two Mile Ranch Trust Property 
To Whom It May Concern: 


This letter is to confirm that Cheryl Wyly and Keily Bliott, separately or together, are 
authorized to act as my agent and to represent my interests in any meters, applications, 
permits or any other matters relating to the Two Mile Ranch Trust's 244-acre ranch in 
Sections 23 and 24 of Tow nship 9 South, Range 85 West and Sections 1 9 and 30 in T9S, 
R84W of the P.M. in Pitkin County, Colorado. 


For the Two Mile Ranch Trust 
300 Crescent Count, Suite 1000 
Dallas, Texas 75201 


Sam Wyly 
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Two Mile Ranch Memo 

To: Gory 

Fnm-KdtyEBiatt 

Ro; Natural Qas line to Two &£]c Suich 
Date; Apia 3. 2001 


Oaiy, 


pif] y 6s /H 


CA-oO-tii 


l^pokew^Samtoi^thcafisrlhuagiipwidiyou. He is jessed vt^om’si^val tom 
tbeF&Z. HefaiKlaoiimotbcriikasfinmtbeiMrtaitialforaimbnel^iiiietotbciKi^ 
He would iOm ibr yoti to look ioo tits posrihiky of otwr ttaes suob as T.V. 

cal&yele(^cal:^,tdb(diawiiiks,ffl)er<^}tfc.eto. sawvIlasthenamiiaigaBHse. Heis 
woodedim if tiere miglt be li ytvf to neovp some of our expeckse by tmoiog a *^oody 
Oeek Electric, Gas, Tdephcne, and Cable Coiqpesy” and sigxdog up out nd^dxttt 
sondcse. He laiowstimt^! is a loopbole in die bw that allows rural areas to create their 
cniratelQ3lKN3e,eiecnicconqiai^ Saia does have the coocern that he doecQ]i*t\vaiit 
peoidB imUmg iis persooBlI^ if diet (dwoe doesn't W(^ lod wDuU vnnt the 
leqjKmula^ofsmvicetobioiitaoiicced Aimthericeoarbiad^ be the phone cms^ai^ 
(orv^everelBe)p^iQgusiiftetouBeoDrd^toi^'thBiritiieiiL There is defid^ 
an ecoQOfdc opportunity beie fiir us as weD as sojoaeone eJse (wdxnaevcr might want to 
handle the scrvicfr-side of thsi soeutio). 


^hn he does want to go fitrward with dte Batura! gas line. Sam bdieves that tboe 
will be d^us benefits, and find time wiB be some way to recoup some of find inkkl 
tevesonent. He stfil w(^ film for you to lode Into iDaking this inifiBl price as low as 
posaUc, but we do havepembnoD ftomUmto pot it ia 

Sam ia wefl aware that ym vdll be busy the next three wedu pr^ariag tor our meetii^ 
with the BOCC, and not be able to devote micb tioe to fius venture until afier 

25*. We put wanted to put the bug in your Mr so that you could be Ihinicnig about (te 
bestig^iroadk 


Talk to you soon, 

\(^ 

Cc: San^ Jaaoi^ Krfatiu 


^ // 


(Z(^ IJ666^ 

a U " 7 ^' // 
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Keeley, 

I haven't heard about the changes to the contract yet. I got an e-mail from Michelle 
about it. She said you would give me a call to discuss. I assume that you are also 
communicating directly with Lenny's office about it. I need to look over the changes as 
well to make sure that he didn’t leave anything important out. My assumption is that I 
can sign it as representative of Two Mile Ranch, but if someone else has to sign it., I 
need to make sure it is here in time for our BOCC meeting (June 12thl . Hope all is great 
with you and baby. I can't wait to see pictures. 

Kelly 
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RECEIVED 


AUG 24 Ml 


NEGAUVE CXJVEKANT 
PROHIBrnNO SUBDIVISION OF PBOPERTY 


ASiNIPUKIN 

COMWimYOEmOPIBtr 


THE UNDERSIGNED, Two MUe Rincfc I, IXC and Two Mile Ranch II, ULC. both 
Cdorado Limited liability Companies (coUedivsly “Two Mile”), being the owners in fee simple 
of the real property desctflied in EnhiWt A hereto (the “Real Property”), free and to of d liens 
and f,v»mhnnu<M, for and as their volnntary act and not oonditiDned upon or in consideration of the 
improval granted to (hem by the Board of County Coraniisstonets of Piddn County, Colorado 
(“BOCCO, by the BOCC’a ResolulM a .( ■’Approval”), h«eby makes and inqroaes 

upon the Real Property the following covenant, ptoinise and agroopient ("Negative Covenant”): 

Notwithslariding the feet that the Real Property consists of four (4) separate lepi 
descriptions, two (2) of which are held in the name of Two Mile Ranch 1, LLC and two (2) of which 

are held in the name of Two hfile Ranch n, LLC, each of them agree that for all pniposes lelaied to 
the land use legularions of the Real Propaty by Pitkin County, Colorado that the Real Property will 
be consideied to be one (1) parcel of la^ and that the same shall constitule four (4) parcels only as 
tax parcels assessed by the Piddn County Assessor for teal property tax purposes. 

At no time in the fetuie shall Two MUe, oi cithn of them in any manner subdivide or 
,v,n HoiT,,iih,ini7y, ibft Rwit Pnfyrrty, whether under the Phldn County Land Use Code, the Colorado 
Cmmott Interest Ownersh^) Act, ("CCIOA”) or the Colorado Condoinintnm Act, or State of 
Coloiado statutory law (or exemptions thereto) as in eOect at premnt or as the same may be hercafiei 
be aroend^ nnder any law or proceeding permitting the subdivision of real properties, by psrtitfon 
or otherwise. 


Two Mile represents that the Real Property is not and will not be made into a common 
interest community as defined in CGO A Two Mile admowledgas that this Negative Covenant has 
beta entered Into by them voluntarily and withont requirement on the part of the BOCCand not as 
a condition of the Approval grained purauant to the Resolution above refenmeed; and foiiber 
acknowledges that the ^proval was granted in the BOCC'sdiscretlon and was notamandatoiy set 
by the BCXXL Two hCIe further acknosrie^^ that the dental of tire approval by the BOCC would 
not have been arbitory, capiiciaas or an abuse of diaoetiem by tbe BOCC, 

The Negative Covenant comained herein shall be permanent in nature and shall not expire 
with the passage of time or upon the occurrence of any event 

Ihe Negative Covenant bezein made shaD be enforceable by the BOCC on behalf of Pitkin 
County. Colorado; and, in any action broughr to enforce the Negative Covenant herein made, the 
prevading party therein shall be entitled to the award of its or their reasonable attorney’s fees snd 
costs in t^tion to any other relief to which said pievafling party shall be entitled. 

In the event of the sale of the Real Property, such sale shall be snlqect to the Negative 
Covenant; however, upon such sale Two Mile shall be released from any claims or obligalioiis by 
any party on account hereoL 
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Any psqwaed isodificadcm of this Negative Covesas! stiai] lequiie the fonsal gravel by 
tke BOCC&r whose benefit, among othets, it is made, which aj^mval may be gyanted or wlthhdd 
fiw BOC£‘s Its sole disoetion. 


ta witness wbamt, Tvo Mile has made and caused to be lecoided this Negative Covenant 
08 A^ day of _oifi 4 Sfc 720 Ol. 


TWO MILE RANCH I, UX and TWO 



STATE OF COLORADO 

COUNTY OF PmON 

The foregoing covenant was actaiawle^od befcee 
2001, by Kelly HUiott as Manager of Two Mite Ranchi, 



me on the d*y of ( 

LLC and Two Mile Rnndt'n/JjLC. 


WITNESS MY HAND AND OFFICIAL SEAL. 

MY COUUSSION EXPIRES 
My commission ciqpires: ostnafyons 



QiADif>VGlMa\'t>M OuMwn fbalZwpi] 
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lAHCEI. I 
PA3«:SX. A 

IS «nd l:ne»«i pcarciORs at i,aex t. 9, l4, IS a^a 17 
siftuaaa In Sadei^sn 2S a£ townshlF 9 iauxft, HJin^a Bs Wa«a oj' 
eha SjiitT.h tri.noi.pal. KaridLan, dasorltoad aa Collowp: 

■c^inn&ng «e Eaa« gossaar Comar of «aio Smaxion 22 j 

ohanea Mer«h e3*lS' »amt 22ti,ti taa« ce an an^la point. 4n 
one teaundary of 4and dacerlbad in oaeraa rosardad tabruarv 
la. last Ln soek 339 aa Papa sat 4n eha Oddie* aS ena oiasrk 
and kecordar of tiakla Caunb^i cnanea Soueh 07”Q2* Weac 
alony aald houRdaay 2230.17 faat to «ha Souetvwaso oocnas of 
aaLd i.oe 17; thanea Bast alea^ eha southOdXy boundary of 
aaid Z.ae 17 00 an an^la paini: in ah« boondary Of land 
dasorJLbad In Oula Clain Oaad xavordad Jacvaary 7i 2.99$ in 
Book 311 at rasa 121} chanoa Kerch Saac 411.48 feec, 

South 7S*21* Cast 244.18 fate and North IfS?' Saat 233.81 
fare, aXX alonff bsuodaxy af land daseribad in said Seek 212 
at rasa 128 to a point on tha Sastarly boundary of said Lot; 
17} thanca North alan? said Sastarly boundary of said Xee 17 
to an ansla point in tha boundary of land, dascrlbod La Quit 
Claim Oaad raoordad baeaivbas 21« 1984 In Book 310 at Paoe 
493; that^a North 38*27* Cast 310.98 faat, and North '38*08* 
Cast 396.35 f«B%r olons boundary of land daseribad In said 
Book 210 at Fdfa 488» bd a point on the Southarly boundasv 
of lot iSf thanoa Ease alons tha aaid Southerly boundary oIt 
caid 'Lao IS to tha Souatiaait earnar of said lac IS; thenca 
North alon? tha Bastarly bouiidary of said lot IS te chs 
point of ba^innlno. 

CXCEPTZNG TKBhSPROK, s scrip of load aikty feat in widen 
being thirty faat an aasH side ai tbs canter line of a road 
through and adross the Northeast Quarter of said Saotion 23 
as dasarlbad. ta tha Woody Creek Toll Road Company, in qulu 
claim deads raeaedad Saptamuer 38. 1691 In Paek 93 ae Pace 

289 and recorded oocobar 3. I8»i in Book 93 at Page 292. 

PX^^CEL a 

llSQ, a pdrodi of land situita trt Saecion 28 of Tawnship f 
South, Range 8S West a« the Sixth Principal rtarldian 
dascribod as follows 1 

Tha March Half of the Marthwsst Quastex of tha southwest 
Quaxtarj tha aoushaasa Quarter of tha Northwasc Quarter of 
tna southwest Quarter; ehs Seuth Half of the Northasst 
Quastar of the Southwest Quastari tha Nerthease Quarcar of 
the fieuthoast Quarter of the Southwest Quas-tar; the 
Southeast Quarcar of ths Hotckwase Quassax of the Soktheast 
Quarter; the MoetK Half of the Sauthwasc Quastar of ths 
Southeast ouas^er; tha Southwest Quester- of the Herthaast 
Quarter of the Souenaaat Quarter} end the MectH Half ef tha 
Morth Half of the Southeeet Quarter of tna BDutheast 
Quarter. 

■ EXCEPTZNC TflSHCrnOM, « strip of land sixty feat in width 
being thirty Seat an aaeh side of the eantarllne of a road 
through end aoroes the Hast Half of said Section 24 as 
daearibad in Quit Claim Dead ta woody creek Toll Eoad 
Company raoardad feptaaibtr 26, 1691 In Boek 92 et Page 289. 
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EKaiKT * tC.nttwHV 


EMMII. C 

AUOt R*e, Survaiy Mo. 33.S, «iit]99aoi,rvg « peeclon oS* Soecion 34 
in <»ownshi.p 4 Sau«H at ti M«a« **4 Sosfcians 19 «nd 30 

La TewftohiP 9 saueii, Aanga M w««t e< «)«« SiM«h 9si.neXpai. 
pAjreleulorly dioscrxbod na faXlawa: 

0ii*«inai.n« ae cofnojr Ma. 1, idoneieal irfitn eha corner ca 
■aid decclona 34/ 19 and 30} 

tihanoe <QU&n 99-93' viosc 10. SO ebalns to Carnar Ha. 3; 
bhenae Norch 03*02' last 9.91 ahalna ^e Comas Mo* 3; 
ehenao MostA 19*50* S«sb 10 oKolnO ee Caenae Ho. *l 
chonoa Merth 00*05* laoe 0.?1 ohalna to Corner No. 5} 
chenoa Souan a9*3B' Beat: 1.21 oheirna Co Corner Ho. £; 
cnencc Souch 51*07' se«e 3i.<7 ebeine to Camar No. 7; 
chenee Soueh 31*10’ Baec 11.41 ahelne ca earner Mo. 9} 
menee HortM 71*33* Ub«b 21.97 chelne to Corner Ho. i. 
me peine e< be^^j/naino. 

8HCS9TZMC <rem tOio above Veroele A, B end C land canvayad to 
care Coulee Morel/ Bennie Beenley tfeeel end ftoneld Mesebew 
Macel by wturraney Oaads raeorded Heron 7. 19*5 in Book lo£ 

et Fade 7S0 under Seoapcian Mo. 27515fi, roaardoo Heron 7. 
ISdfi in Book Sdi es^ Beee 715 under Raoepcion Me. 275157. and 
recorded HarcA 7. 19i5 in Book S05 ee Pe^a 792 under 
BeoepeioA. Me. 275I5S- 

paitegL ir 

AZ.S0, raoi praparcy in Tavnehip 9 doath, lien^a 95 Were of 
aha 5tH Vrineipel Meridian in Bdocion 23s Lot IS. end a 
eradb o£ lend daeoribed ae fallovaa CoMnaneine a.e ana Bare 
^^•rcav Corner o£ eeid deoeien 23> ahence M. 93*44 ' W. 
3131.3 faat; cbenaa Boueh 15S.7 tootj mence Bast 1221.4 
feac to me paina ot bepinnin?. 

AMO in saoaian 24 s wwiMMlSWk 

PAPeei XXI 

AX.9Q. reel pvoparey in Tdwn«hlp 9 SoubA/ Benpo dS Went of 
ehe 5ah prlnoipel Koridlea in Section 34 t SiNWlSVl5B»; 
WBUHiSBij 'aXlMWidSl; BHlKSlCSl : ‘end WtNUBlSCi . 


X&Bo, H.e. Sorvay MO, 210/ ameraeinf a portion ef Seeeion 
24, •lowneKip t Sauth. fUn^a fS Meat or eh« BixtH Prinelpel 
Meridian and Sectiona I# end 30. Township 9 South/ Banoe i* 
Haae of aho Sixth Prineipai Meridlafi. ae aece perciauleriy 
dasesibad in Patane Me. 527919 datad OetoBor 9. 1921/ 
Beoeption Me. loSSSS Pd Che PitKin County raaorda. end the 
BlMlNiSBteSi / Beotion 24/ Township 9 South. Benge 99 West of 


BIHlNISKtesi / seetaon vown 

Che Sixth Principal Meridian.. 
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= Redacted by the Permanent 
_SubconmTitteeOTjnve^^ 


From: 

Sent: 

To: 

Subject: 


Keeiey Hennington 
Friday, Octc^r 03, 2003 2:1 1 PM 
"Michelle Boucher" < __ 

Re; FW: Ranch budgets 


Attachments: 


Circle R Ranch Cost Projection.doc 


note at bottom says Matthews house not estimated but at is an the numbers? 


The preceding e-mail message {including any attachments) contains anformation that may be 
confidential, or constitute non-publac ariformation. It is intended to be conveyed only to 
the designated recipient (s 1 . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
10/03/03 01:58 PM 


To 

Ochennington 

cc 


Subject 

FW: Ranch budgets 


Original Message- 

Prom: Kristin's Mail 
Sent: Friday, October 
To: Michelle Boucher 
Subject: Re: Ranch budgets 


03, 2003 1:57 PM 


til Michelle, 

This 13 a letter of budgets and dates for all of 
Mandich the construction consultant for Circel R 
the family has talked about . Let me know if you 
information. Thanks. 

Kristin 

Original Message • 

From; "Michelle Bcucher 


the ranch projects prepared by Bob 
Ranch. He has included all projects 
have any questions or need more 


that 


Permaoept Subcommittee on InvestieatioDS 

EXfflBIT#66-FN1097 
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Sent: Tuesday, September 02, 2003 4:49 PM 
Subject: Ranch budgets 


Hi Kristin, 

I was speaking with Sam & Evan today, and we would like to get an idea of 
budget going forward at the Ranch. Could you put something together that 
addresses the following Items; 

- Remaining Common Area Development Costs ie. infrastructure, services, 
landscaping etc... 

- Costs to complete individual houses on the property 

- re: Jason s Kelly - estimated costs to complete from 7/31/03 

- re: Rosemary’s house - estimated costs to complet from 7/31/03 

- Lisa S John - total anticipated budget 

- other buildings or projects being considered 

- Estimated costs to manage and operate common area/infrastructure on a 
going forward basis 

- le . ranch management, services, mtce, taxes etc... on an annual basis 

- Estimated costs to operate specific houses on a going forward basis 

It would be helpful for the development and construction costs to be 
segregated timewise into estimates for 6mth, lyr, 3yc, total projections, 
and I don’t think these need to be nailed down in any exact terms, a 
ballpark idea of what to expect over the near term and in total would be 
extremely helpful. 

Could you give me an idea of when you think you could pull this together. 
Thanks! and I hope all is going well. 

Michelle 



Circle R Randi Cost 
Projection, 


Confidential 
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Mandron Group LLC 


lOODeanSt #3F-Aspen,CO 81611 
(9TO) 925-8029 Fax (970j 925-9173 


[DATE] 

Mr. Sam Wyly 
Cirde R Ranch 

Dear Mr. Sam Wyly: 

The fdlovwr^ cost projectioi represents ttwse tasks which remain to be completed at 
Rosemary’s Circle R Randi, as well as severd possible projects as yet approved for development. 
■n^G amounts r^resent either the r«naining fee to be pad for those individual tasks, or an esKmated 
cost to complete the t^. 

TASK START /FINISH AMOUNT 

1 ) Round Bam - 


A) Dxistruction 

11/03-1(y04 

$2,500,000.00 

B) /^cNtects Fee (Conger ArcWtects) 

FIN. 11/04 

$81,375.00 

C) Landscapng 

5/04-10-04 


a Swimming Pool 

5/04-10/04 

$150,000.00 

b. Pond & Stream 

5/04-10/04 

$110,000.00 

c. Decks 

5^04 -10/04 

$15,000,00 

d. Revegetation 

5/04-10/-04 

$15,000.00 

e. irrigation 

&04-1Cy04 

$10,000,00 

f. Trees 

5/04-10/04 

$30,000.00 

Sub-Totd Landscapng 

$330,000.00 

Eiliott Residence - 

A) Construction 

Finish - 5^04 

$1,649,639.00 

B) /Vchitects Fee (Conger Architects) 

6/04 

$86,344.00 

C) Phase One 

a. Elliott Pond 

10/03-12/03 

$250,000.00 

b. Rough Grade, Dry WeHs 

10/03- 10/03 

$35,000.00 

c, Decks 

10/03-11/03 

$40,000,00 

d. Landscaping & Irrigation 

4/04-6/04 

$125,000.00 

Sub-Total -Phase One 


$375,000.00 


Confidential 
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• Page 2 {TIME] 


3) Grahan Residaice 



A) Construdion 

9^03-9/04 

$2,200,000.00 


B) ^chitects Fee (Conger /^crttects) 

10/04 

$85,651.00 


C) Landscaping & Inigation 

4/04-9/04 

$110,000.00 

4) 

Matthews Residence 

A) Construction 

10/03-7/04 

$800,000.00 


B) i^Ntects Fee (Anderson Architects 

8/04 

$15,000.00 


C) Landscapng & Irrigation 

4/05-7/04 

$56,000.00 

5 ) 

ActOT Residence 

A) Construction 

Firish 12/03 

$696,681.00 


B) ArcNtects Fee 

1/03 

$22,000.00 


C) Landscapng 

11/03-7/04 

$120,000.00 


D) Acton Bidge 

1CV03~ 11/03 

$200,000.00 

6 ) 

Fi^d Irrigatiai 

3/04-5/04 

$35,000.00 

7) 

Cirde R Pond / N^lfage Landscaping 

10/03-10/04 

$640,000.00 

8) 

Preserve Pond (Acton Wetlands) 

10/03-6/04 

$95,000.00 

9) 

f^ccess Gates and Entry ~ 3 each 

4/04-6/04 

$25,000.00 

10) 

Village Road - Final Topping - 3 areas 

7/04-7/04 

$130,000.00 

11) 

Rre Protection • 1 50,000 gallon Storage Tank 

9/03-12/03 

$200,000.00 

12) 

Shallow Utility Conidor 

10/03-12/03 

$375,000.00 

13) 

Irrigation / Rre Pipelines, Pimps & Hydrants 

10/03-12/03 

$541,000.00 

14) 

Ranch Wide Bectrical Infrastructure - Phase 2 

11/03-12/03 

$90,000.00 

15) 

Misc. Ditch Projects 

4/04-5/04 

$15,000.00 

16) 

Ranch Communications (Rber Optic) 

11/03-12/03 

$500,000.00 

17) 

Access Roads (Main - Acton -Twins) (Maintan) 

9/04-9/04 

$30,000.00 

18) 

Twns Access Road 

8/03 - 12/03 

$60,000.00 

19 ) 

OWS Systems Env. 4, & 6 

4/04-5/04 

$168,000.00 

20 ) 

Rre Wei! & Confrois / Booster Pumps #9 & 10 

11/03-12/03 

$175,000.00 

21 ) 

Potable WeSs / Purrp Houses & Equipment (#1 ^3)10/03 - 12/03 

$495,000.00 


Confidential 
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• Pages [TIME] 


22) 

Repair S&-eam Oosang - 4 Locatiois 

in4xxise 

$-0- 

23 ) 

Woody Creek Road Repair / Stylization 

8/03-10/03 

$10,000.00 

24 ) 

Relocate 2600 yds. Tq:soiI to village 

9/03- 1(^03 

$9,310.00 

25 ) 

Main Village Landscaping 

9/03-10/04 

$2(K, 000.00 

26 ) 

Ro^ Screening & County Req. (^es & irrigafion) 

4/04-10/04 

$95,000.00 

27 ) 

Wyr Engine^ng Fe^ (Mctaughlln) 


$75,000.00 

28 ) 

Water Attorney Fees (Kevin Pafrick) 


$100,000.00 

29 ) 

1041 Amendment Processing 


$20,000.00 

30 ) 

Misc. Consultants (i.e. Wetlands, Attorney ete.) 


$40,000.00 

31 ) 

Conger Architects Hourly Fees Projection 


$133,000.00 

32) 

Marxiron Group - Owners R^e^ntative 


$186,000.00 

33 ) 

Mike Mohr Assoc. (Landscape Architecture) 


$135,000.00 


SUB-TOTAL 

$13,910,500.00 

The foitowing represents projeds which are considered on hold. 



1) 

Sam & Cheryl Wyly Residence 

estimate 

$2,100,000.00 


Architects Fee 

estimate 

$210,000.00 


Landscaping 

estimate 

$147,000.00 


Access to Env. & Gate 

estimate 

$100,000.00 


Sam's Bridge 

estimate 

$175,000.00 


OWS system #5 

estimate 

$84,000.00 

2) 

Evan & Barb Wyly Residence 

e^mate 

$1,750,000.00 


Architects Fee 

estimate 

$175,000.00 


Landscaping 

estimate 

$61,250.00 

3) 

Vli^e Q-eer^ouse 

estim^e 

$180,000.00 

4) 

People Spaces (landscaping / walking trails) 

estimate 

$40,000.00 

S) 

Circle R Windmill 

estimate 

$10,000.00 

6 ) 

Gypsy Wagon 

estimate 

$185,000.00 

7 ) 

Upper Ranch Pond (drojght mitigation) 

estimate 

$550,000.00 
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• Page 4 
8 ) 

9) 

10 ) 
11 ) 


rriMEi 


Upper Reid Irrigaticwt (340,000 sf.) 

estimate 

$85,000.00 

Energy Systems (Solar Sculpture -2006) 

estimate 

$1,050,000.00 

Pot^e Water/Pump Houses & Equipmertf (2 ea) estimate 

Elliott Residence 

A) Phase Two Landscaping & Related Work 

$200,000.00 

a Pool 

^imate 

$100,000.00 

b. Spa 

^imate 

$50,000.00 

c. Creek 

estimate 

$50,000.00 

d. Sdar System 

estimate 

$25,000.00 

e. Landsc^^e (plants & inigation} estimate 

Sub-Total Phase Two 

$40,000.00 

$265,000.00 


SUB-TOTAL S7.367.250.00 


■TOTAL (IMCLUaNQ ALL “ON HOLtneBOIECTS) $21 .277750.00 


Notes: 1) ANNUAL RANCH MAtNTAINANCE HAS NOT BEEN ESTTMATED 

2) Matthews’s main residence has not been estimated at thts time nor has the 
projected start date for this project been set. 

If you have any questions, or if t can be of any f«1her assistance please contact me at (970) 



Thaik ycHJ. 


Robert Mandich 
Manager 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Keeley Hennington 
Thursday, June 17, 2004 6:36 AM 

Margot Macinnis \ 

Fw: Rosemary's Ranch 


I talked to Jana yesterday and she sard ail of these adjustments have been made on our 
books . If you have any specific questions it would probably be best to call her 
directly. 

Thanks 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s ) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennlngton/htst on 06/17/04 07:51 AM 


"Michelle Boucher" 
04/05/04 11:23 AM 


<-jfrederacM 


<khennlngton9< 


"Margot Macinnis" 
Subject 

Rosemary's Ranch 


<mmacinnls6ii 


FYI, 

From discussions last week, Kelly advised the following re: RMR 

- the Natal Cabin and the Bunk House are actually the same building, so we should adjust 
the TR classifications accordingly and merge them. 

- Nowry Barn - this was taken down and plans were to resurrect it elsewhere on the 
property. The materials were not in good enough shape to be able to do that so they 
couldn’t. However, many of the beams from the old barn have been used in construction of 
some of the other buildings/houses. A decision should be made whether to attribute the 
cost of those beams (or equivalent 

FMV) to the individual houses or not, and the balance of the cost of the Nowry Barn should 
be expenses/allocated to another line item. I think we need to follow up with the Wylys 
to confirm treatment and adjust. 

- Gypsy Wagon - this project should move forward shortly. Margot - on our allocations, 
the costs should be fully allocated to SSC Wyly. 

Michelle 


Permanent Sobcommittee on Investigations 

EXmBIT #66 - FN 1097 
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LEXIS®-NEX1S® View Printable Page Page 1 of 6 



THIS DATA IS FOR INFORMATIONAL PURPOSES ONLY 


CERTIFICATION CAN ONLY BE OBTAINED THROUGH THE ISSUING GOVERNMENT 

AGENCY 

COLORADO DEPARTMENT OF STATE 

Company Name: ROSEMARY'S CTRCLE R RANCH WEST. LLC 

Business Address: 

3448 WOODY CREEK ROAD 
WOODY CREEK, CO 81656-7852 

Type: DOMESTIC LIMITED LIABILITY COMPANY 
Status: GOOD 
Filing Date: 9/14/1999 
Duration: PERPETUAL 

State or Country of Incorporation; COLORADO 

Registered Agent: OATES. KNEZEVICH & GARDENSWARTZ, P. 

Registered Ollice: 

533 E HOPKINS AVE 3RD FLOOR 
ASPEN, C08I611 


Corporation Number: 19991171541 

Annual Report: 

Date Filed: 9/3/2003 
Number: 20031281941 ' 

Date Filed: 9/9/2002 
Number: 20021248419 


History: 

File Date: 9/14/1999 

Type: ARTICLES OF INCORPORATION 

Transaction; ROCKY MOUNTAIN SERENITY RANCH II, LLC 


http://www.nexis.com/research/searcll p„inancat Sahcornnimw. on Investieations 


F.XHIBIT #66 - FN 1098 
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LEX1S®-NEXIS® View Printable Page 


Page 2 of 6 


Document Number: 19991171541 
File Date: 4/18/2000 

Type: CORPORATION HAS CHANGED ITS NAME (THE OLD NAME IS ON THIS LINE) 
TransacUon: ROCKY MOUNTAIN SERENITY RANCH 11, LLC 
Document Number: 20001078124 

File Date: 8/17/2001 

Type: STATEMENT OF OLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction: PR - 09/01/2001 - 1 1/30/2001 

File Date: 11/5/2001 

Type: STATEMENT OF OLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction: CORP REPORT 
Document Number: 200! I2I2282 

File Date: 8/15/2002 

Type; STATEMENT OF OLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction: PR - 09/01/2002 - 1 1/30/2002 

File Date: 9/9/2002 

Type: STATEMENT OF bLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction; CORP REPORT 
Document Number 20021248419 

File Date: 7/1/2003 

Type; CORPORATION HAS CHANGED ITS NAME (THE OLD NAME IS ON THIS LINE) 
Transaction; TWO MILE RANCH n, LLC 
Document Number: 20031213230 

File Date; 8/13/2003 

Type: STATEMENT OF OLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction: PR - 09/01/2003 - 1 1/30/2003 

File Date: 9/3/2003 

Type; STATEMENT OF OLDER CORPORATION REPORT (BEGINNING WITH 1 985 


http://www.nexis.com/reseafch/search/subroitViewTagged 


05/11^004 


S 4563 
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LEX3S®-NEXIS® View Pmtable Page 


Page 3 of 6 


CORPORATE REPORTS) 
Transaction: CORP REPORT 
Document Number: 2003;1281941 


http:/Avww.nexis.cotn/researcli/searcli/submitVicwTagged 


OS/H/2004 


S 4S84 
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LEX1S®-NEXIS® View Printable Page Page 4 of 6 


THIS DATA IS FOR INFORMATIONAL PURPOSES ONLY 

CERTIFICATION CAN ONLY BE OBTAINED THROUGH THE ISSUING GOVERNMENT 

AGENCY 

COLORADO DEPARTMENT OF STATE 

Company Name: ROSEMARY’S CIRCLE R RANCH EAST, LLC 

Business Address: 

3448 WOODY CREEK RD 
WOODY CREEK, CO 81656 


Type: DOMESTIC LIMITED LIABILITY COMPANY 

Status: GOOD 

Status Date: 2/1^2002 

Filing Date: 9/14/1999 

Duration: PERPETUAL 

State or Country of Incorporation: COLORADO 

Registered Agent: OATES. KNEZEVICH & GARDENSWARTZ, P. 

Registered Oflice: 

533 E HOPKINS AVE 3RD FLOOR 
ASPEN. CO 81611 


Corporation Number: 19991171540 

Annual Report: 

Date Filed: 9/3/2003 
Number; 20031281923 

Date Filed; 2/8/2002 
Number: 20021031152 


History: 

File Dale: 9/14/1999 

Type; ARTICLES OF INCORPORATION 

Transaction; ROCKY MOUNTAIN SERENITY RANCH I, LLC 


http://www.nexis,com/research/SBarch/submitViewTagged 


05/11/2004 
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LEXIS®-NEXIS® View Pnntable Page 


Page 5 of 6 


Document Number: 19991171540 


File Date: 4/1 8/2000 

Type: CORPORATION HAS CHANGED ITS NAME (THE OLD NAME IS ON THIS LINE) 
TransacUon: ROCKY MOUNTAIN SERENITY RANCH 1, LLC 
Document Number: 20001078122 

File Date: 8/17/2001 

Type: STATEMENT OF. OLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction: PR - 09/01/2001 - 1 1/30/2001 

File Date: 12/21/2001 

Type; STATEMENT OF OLDER CORPORATION REPORT (BEGINNING WITH 1 985 
CORPORATE REPORTS) 

Transaction: PR - 12/31/2001 - SA 01/3 1/2002 


File Date: 2/1/2002 

Type: SUSPENDED CORPORATION 


File Date; 2/8/2002 

Type: STATEMENT OF OLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction: CORP REPORT 
Document Number 2002 1031152 


File Date; 7/1/2003 

Type: CORPORATION HAS CHANGED ITS NAME (THE OLD NAME IS ON THIS LINE) 
Transaction; TWO MILE RANCH I, LLC 
Document Number; 2003 1 21 3229 


File Date: 8/13/2003 

Type: STATEMENT OF, OLDER CORPORATION REPORT (BEGINNING WITH 1985 
CORPORATE REPORTS) 

Transaction: PR - 09/01/2003 - 1 1/30/2003 


File Date: 9/3/2003 

Type: STATEMENT OF, OLDER CORPORATION REPORT (BEGINNING WITH 1 985 
CORPORATE REPORTS) 

Transaction: CORP REPORT 
Document Number; 20031281923 


http://wwwjiexis.com/research/searcli/submitViewTagged 


05/1 1/2004 
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TWO MILE RANCH LIMITED 


as of 12-31-03 

Two Mile Ranch Ltd Investment 

COST 

FMV 

in Two Mile Ranch Mgmt Trust 

38.385,000 

36.714,671 1 

Underlying Assets of Trust: 

Two Mile Ranch 1, U.C and Two Mile Ranch II, LLC 
Assets: 

Cash 

Other 

Real Estate 


1,983,212 

526,316 

34,205,144 

Total: 


36,714,671 

* No Liabilities 




(Two Mile Ranch Maiagement Trust is owned 99% by Two Mile Ranch Limited.) 

(Two Mile Ranch I, LLC and Two Mile Ranch 11, LLC are owned 100% by Two MBe Ranch Mgmt Trust.) 



EXHIBIT #66 -FN 1099 
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AGREEMENT OF TRUST AMENDMENT- • 

TO THE 

TWO MILE RANCH MANAG^ENT TRUST 
[FORMERLY THE WOODY CREEK MANAGEMENT TRUST] 


The followir^ individual assisted in iht planning and drafting of this instrument and should be 
consulted regarding any changes or questions: Rodney J. Owens, Esq. 

Meadows, Owens, Collier, Reed, Cousins & Blau, LL.P. 


901 Main Street, Suite 3700 
Dallas, Texas 75202-3792 
(214)744-3700 
(800)451-0093 


PenmiBent Subcommittee on lnvestigatlOB» 

EXHIBIT #66 -FN 1099 
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AGREEMEJJT OF TRUST AMENDMENT 
TO THE 

TWO Mn.R RANCH MANAGEMENT TRUST 

This Agreemait of Trust Amendment is entraed into between TWO MILE RANCH, 
LIMITED, an Isle of Man corpoirationffonjierly WOODY Ci^EK RANCH, UMTIED), and SAM 
WYLY (i^KTed to h^in as the initial Co-Grantors orGrantors) and MCHAH- C, FRENCH and 
SHARYL ROBERTSON ("Co-Trustees”) in order to amend specific tenns and provisions of 1HE 
WOODY CREEK MANAGEMENT TRUST, created by Trust Agroement dated October 1, 1999, 
pursuant to fee retainai powers of Grantors to amend such Trust under Secdon 1 .8 of Article I of 
simh Trust Agreement 

ARTICXEI. 

AMENDMENT OF TRUST 

1.1 . Change of Name of Trust Settlors hereby delete the existing Section 1 . 1 and add 

the foUowii^ new section 1 . 1 of Article I of die Trust Agreement 

"1.1 . Name of Trust . The name of the Trust shall be THE TWO MTT -F- 
RANCH MANAGEMENT TRUST, and will, for convmience, be r^rred to at 
times in tiiis Agreement as the 'Trust” unless a more specific trust in indicated.” 


ARnoLE n. 

CONFIRMATION OF TRUST AGREEMENT 
2J.- Ratification. Confirmation and Approval of Trust Agreement . (Cantors 
hCTeby ratify, confirm, adopt and approve all of tte remaining provisions of THE TWO ^GLE 

RANCHMANAGEMENTTRUST, created by Trust Agreement dated October 1, 1999 . 


Confidisntial Treataient: Requested 


BA 06206£ 
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2.2. Biwdtng V.ffegt. This Agraecimt of Trust Ameaadmcsnt shall -octeod to and 
be binding ujwu all hc^, execi&jrs, admbistratars, Trustees, Ic^r^rasentatives ai^succs^ois, 
reflectively, of the Parties to fids Agwanent. 

2.3. y.ffective Date. This Agrttuientistotecmed on fire dates set O|^os^ti^ 
sigiffitures hereinbelow, but is effective 





TWO MII£ RANCH. 
GRANTOR 



zau7 
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agreement of trust A^ffiNDMen' 


TO THE 

ROSEMARY’S CIRCLE R RANCH MANAGEMENT TRUST 
{FORMERLY TWO MILE RANCH MANAGEMENT TRUST] 
[FORMERLY THE WOODY CREEK MANAGEMENT TRUST] 


The foUo-wuig indi'vidual assisted in the pianning and (hrafhng of this instrument azKi should be 
consulted regarding any dianges or questions: Rodney J. Owens, Esq- 

Meadows, Owens, Collier, R-eed, Cousins & Blau, LL J. 


901 Main 'Street, Suite 3700 
DaUas, Texas 75202-3792 
(214) 744-3700 
{800)451-0093 


4PP ?Plf^4 •PWl-.SS 
Confidential Treatnient Requested 


Pcrmaneat Subcmmitteg oh Investig«tion» I 
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09/13/2004 08:40 2140804107 


HISHLAM) STARSATE 


PASE 02/04 


AGREEMENT OF TRUST AMENDMENT 
TOTHE 

ROSEMARY’S rtTirr.E BRANCH MANAGEMENT TRUST 

This Agreanent of Trust Amendment is entered into between ROSEMARY’S GIRCLE R 
RANCH. UMITED, an Isle of Man corporation {formerly TWO MILE RANCH, IMITED and 
WOODY CREEK RANCH, LIMrTED), and SAM WYLV (referred to herein as the initial Co- 
Grantors or Grantors) and USA LYN WYLY and KELLY WYLY IIUOTT fCo-Tnistees”) in 
order to amend speciSc terms and provisions of THE TWO MILE RANCH MANAGSVBENT 
TRUST, created by Trust Agreement dated October 1, 1999, as amended 6om time to tune, 
pursuant to the retained powers of Grantors to amend such Trust under Secdon I.S of Article 1 of 
such Trust Agreement. 

ARTICLE I. 

AMENDMENT OF TRUST 

1 . 1 . Change of Name of Trust . Settlors hereby delete the existing Section 1.1 and add 

the following new section LI of Article I oftire Trust Agreement: 

“t.l. Name of Trust . The name of the Trust shall be USE 
ROSEMARY’S CIRCLE R RANCH MANAGEMENT TRUST, and will, for 
convenience, be referred to at times in this Agreement as tlie 'Trust” unless a more 
specific trust in indicated." 

ARTICLE U. 

CONFIRMATION OF TRUST AGREEMENT 
2.1 . RatiBcalion. Conlirmation and Approval of Trust Agreement Grantors 

hereby ratifi', confirm, adopt and approve all of the remaining provisions of 

CCD 1-? ■naa/f ?ldSRPWd1R7 PWIF.RP 


Confidential Treatutent Recpiested 
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a9/X3/2S04 -08:46 214-8804107 H3KHUW3 STAi^TE P«3E 

THE ROSEMARY’S CIRCLE R RANCH MANACSMENT TRUST, created hy Tnist A^eameot 
dated October 1, 1999, as amended. 

Binding Effect This Agreement of Trust Amendment shall -extend to and 
be binding i^on all heas, execirtors, administrators. Trustees, legal rq>res«itatives and successors, 
respectively, of the Parties to this Agrccmenl. 

2j 3- Effective Date . This Agreanent is executed on the dates set opposite the 
signatures hercinbeiow, but is effective as of J i j' -2003. 

DATE 

,2003 


,2003 

It) I Ifa ,2003 


I It. 2003 

2M!71 


SIGNATURE 




SAM E. WYLY, CRANT0 


ROSEMARY’SCIRCLE R RANCH, 
UMTIED.'GRANTOR 


By. 


Authorized Officer 




USALYN WYLY, CO-TRUSTEE 



03/04 


SEP 13 3004 08:45 

Confidential Treatment Requested 


2148804187 
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89/13/2004 B3:4-S 2148004107 


STARGftTi: 


PAGE 04/04 


THE ROSEMARY’S CIRCIE R RANCH MANA<BMENT TRUST, seated by Trust A^eeraent 
dated October 1, 1999, as amended. 

Binding Effect This Agreement of Tnist Amendment shall attend to and 
be binding upon all heiis, executors, administratoirs, Trustees, le^ rqjresentatives ai^ -successors, 
respectively, of fee Parties to this Agreement 

2sl- Effective Date. This Agreement is -excouted on the dates -set opposite the 



ROSEMARY’S CIRCLE R RANCH, 
LIMITED. ORANTOR 



185171 
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AGREEMENT FOR THE APPOINTMENT 
OF ADDITIONAL TRUSTEES AND FOR THE 
RESIGNATION OF THE EXISTING TRUSTEES OF 
THE TWO MILE RANCH MANAGEMENT TRUST 


The following individual assisted in the planning and drafting of this instrument and should be 
consulted regarding any changes or questions: Rodney J. Owens, Esq. 

Meadows, Owens, Collier, Reed, Cousins & Blau, L.L.P. 


901 Main Street, Suite 3700 
Dallas, Texas 75202-3792 
(214)744-3700 
(800)451-0093 


PermancDt Siifacommiftee OQ I nvestigations 

FXfflBIT #66 - FN 1099 


SR 0001069 
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AGREEMENT FOR THE APPOINTMENT 
OF ADDITIONAL TRUSTEES AND FOR THE 
RESIGNATION OF THE EXISTING TRUSTEES OF 
THE TWO MILE RANCH MANAGEMENT TRUST 


This Agreement for the Appoinnnent of Additional Trustees and for the Resignation of the 
Existing Trustees ("Agreement") is executed by and among TWO MILE RANCH, LTD., an Isle of 
Man coiporation, SAM E. WYLY, collectively referred to as the initial "Co-Grantors", SHARYL 
ROBERTSON and MICHAEL C. FRENCH (the "Resigning Trustees") and USA LYN WYLY 
and KELLY WYLY ELUOTT (“Successor Trustees”), in order for the Co-Grantors to exercise 
their retained power to appoint additional Trustees of the Trust, specified below, and for the 
Resigning Trustees to resign as Trustees of the Trust on the terms and provisions as contained in 
this Agreement. 

1. Prior Creation of Trust . The initial Co-Grantors established and created THE 
TWO MILE RANCH MANAGEMENT TRUST ("Management Trust") pursuant to a written Trust 
Agreement effective October 1, 1999, between the initial Co-Grantors and initial Trustee, and first 
amended by the Agreement of Trust Amendment to the Two Mile Ranch Management Trust dated 
effective April 20, 2000 (the "Trust Agreement"). 

2. Power to Appoint Additional Trustees . The Co-Grantors retained the power to 
appoint additional Trustees of the Trust pursuant to Section 1 .5(a) of the Management Trust. 

3. Co-Grantors' Appointment of Additional Trustee . The Co-Grantors hereby 
appoint LISA LYN WYLY (“LISA”) and KELLY WYLY ELLIOTT (“KELLY”) as successor 
Trustees of the Trust. LISA and KELLY each hereby acknowledge the Co-Grantois’ appointment 
of them as successor Trustees of the Trust and, by their signatures below, each agrees to such 
^pointment. Furthermore, LISA and KELLY hereby agree to be bound by the terms and 
provisions of the Trust Agreement. 

4. Power to Resign as Trustees . The Trustees have the power to resign as Trustees of 
the Trust pursuant to Section 4.4 of the Trust Agreement. 

5. Resignation of Sharvl Robertson . SHARYL ROBERTSON hereby resigns as 
Trustee of the Trust pursuant to the terms and provisions of the Trust Agreement. 

6. Resignation of Midiael C. French . MICHAEL C. FRENCH hereby resigns as 
Trustee of the Trust pursuant to the terms and provisions of the Trust Agreement. 

7. Notice of Resignation . This Agreement shall hereby serve as the required notice of 
resignation provided in Section 4.4(a) of the Trust Agreement. Grantors each hereby acknowledge 
the Trustees resignation as successor Trustees of the Trust and, by their signatures below, each 
agrees to such resignation. 

This Agreement shall be binding upon Co-Grantors, the Resigning Trustees, the 
Successor Trustees, the Management Trust and its Beneficiaries, and the heirs, executors, 
administrators, legal representatives and successors of these individuals and entities. 


SR00M070 
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DATES SIGNATURES 



TWO MILE RANCH, LTD., CO-GRANTOR 



2546S6 


2 


SR 0001071 



4647 


■ - Redacted by the Pemianent 

-- ^^bcommittee on Investigations 


mOMlERmCH 
M/MBEMENT TRUST 


October 28, 2002 

Internal Revenue Service 
Ogden, UT 84201-0046 

RE: Two Mile Ranch Management Trust 

einMMHI 

LTRf^^" 


We received an inquiry as to the correct name for EIN 75-6559106. The original 
name was Woody Creek Ranch Management Trust. The name was changed to 
Two Mile Ranch Management T rust during 2001 . The change was noted on 
Form 8800 and Form 1041 (copies are enclosed). 

In addition the trustee has been changed from Sharyl Robertson to Lisa Wyly 
and Kelly Elliott as co-trustees. 

Please update your records to reflect these changes. 

Sincerely, 


Stacey Wittrup 
CPA for the Taxpayer 


Enc. 


Permanent Sybcoiniiiittee on lovesttgations 

EXHIBIT #66 - FN 1099 


Confidential 

SEC_ED00018641 


PSI EDOOO 18641 
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DUPLICATE FOR FILE 



ISLE OF MAN 

Certificate of Incorporation 


1 CERTIFY that WOODY CREEK RANCH LIMITED 


is this day incorporated under the COMPANIES 
ACT 1931 to 1993 and that the Company is Limited. 


This 30thday.©f 


September 


Deputy Assistant Chii 

General Registry 

Certificate received 

'or-mtM 

Date:|-fO'fl 


Permanent Subconunittee on lovestiEations 

EXHIBIT #66 - FN 1100 


19 99 
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Company number: Q 
HE COMPANIES ACTS 1931 TO 1993 


THE COMPANIES ACTS 1931 TO 1993 

Statement of first directors and secretary 
and intended situation of registered office 



Pursuant to sections 20 and 22 ( I ) and (2) of the Companies Act 1 982 as amended by section 36 { I ) of the Com'panies 
Act 1986 M 

Ca 

Hi 


Name of company: 

Woody Creek Ranch Limited 

\h 

The intended situation of the registered office of the company on incorporation is as stated below: 
12-14 Finch Road 
Douglas 

Isle of Man g: 

IMl 2SA 


If the memorandum is delivered by an agent for the subscribers of the 
memorandum, please mark 'X' in the box opposite and insert the agent's name and 
address below. 



If the spaces provided on page 2 are insufllcient and use has been made of 
continuation sheets, please enter in the box opposite the number of continuation 
sheets which form part of this statement 


Presented by: 

Trident Trust Company (l.O.M )Limited 

POBoxl75 

12-14 Finch Road 

Douglas 

Isle of Man 

IM99nT 
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Tlie name(s) and particulars of the person who is, or the persons who are, to be the first director or directors 
of the company are as follows: 


Name: 

Francis Webb 

Business occupation: 

Manager - Trust & Corporate Department 

Former name{s): 

Nationality (and nationality of origin if other 
than the pre^nt nationality): 

Address: 

2 Rheast Bridson 

British 

Peel 

isle of Man 


Particulars of other directorships: 


1 hereby consent to act as director of the company named on page one. 

/ A 

Signature: 

Date: 29 September 1999 


Name; 
Richard Scott 


Former name(s): 


Business occupation; 
Economist 


Nationality (and nationality of origin if other 
than the present nationality): 


The Old Farmhouse 
Queens Road 
Port St Mary 
Isle of Man 


Particulars of other directorships: 


I hereby consent to act as director of the company named on page one. 
SiBnature*?^'^~i^Ory\(~r ^^I^SrfT~Qit Date: 29 September 1999 
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The name(s) and particulars of the person who is, or the persons who are, to be the first secretary, or joint 
secretaries, of the company are as follows. 


The present Christian name or names and surname; 
Gordon John Mundy 

Any former Christian name or names and surname: 


Address: 

48 SelbotirneDnve 

Douglas 

Isle of Man 


I hereby consent to act as secretary of the company named on page one. 



Signed on behalf of the subscriber of the memorandum' 




V£lS2X 




Richard Scott 
for and on behalf of 
TridentNommees (I O.M ) Limited 
Subscriber 


Date: 29 September 1999 


pOCUME^hiT nR00B=5F^0 

iMm.M 

' '' ' i_ 



jO'-f-n 






4652 



No 097427C 
Ref 115852N 


(0 


FINANCIAL SUPERVISION COMMISSION 

COMPANIES REGISTRY 
ISLE OF MAN 

Approval of Change of Name 
of a Company 


THE FINANCIAL SUPERVISION COMMISSION APPROVES, pursuant to Section 
19 of the Companies Acts 193 1, of 

WOODY CREEK RANCH LIMITED 


changing ns name to 
Tvko Mile Ranch Limited 


This 12TH day of APR 2000 




Assistant Supervisor 



4653 



DUPUCATE FOR FILE 

FINANCIAL SUPERVISION COMMISSION 
ISLE OF MAN 


Certificate of Change of Name 


THE FINANCIAL SUPERVISION COMMISSION hereby certify that pursuant to the 
Companies Acts 1931 to 1993 

WOODY CREEK RANCH LIMITED 

has, by SPECIAL RESOLUTION, and with the approval of the FINANCIAL 
SUPERVISION COMMISSION, changed its name and is now called 

Two Mile Ranch Limited 


This 14* day of April 2000 

QXj:dJjL 

Assistant Supervisor 
Companies RegisUy 


Certificate received by: 
Date: 


1 “, I .rf ryD 
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Woody Creek Management Trust 

December 31, 1999 


Shs/Face 


Book 


FMV 


ASSETS 

ICash 

Rocky Mountain Serenity Ranch, 1 
Rocky Mountain Serenity Ranch, I 

TOTAL ASSETS 

LIABILITIES 

TOTAL LIABILITIES 
CAPITAL 

Sam Wyly 

Woody Creek Ranch. Ltd, 

TOTAL CAPITAL 

TOTAL LIABUTIES & CAPITAL 


99% 


599.968 

599.968 

5.600,000 

5,592,580 

5,600.000 

5,592.014 

11,799,968 

11.784,561 


0 

0 

0 

0 


114,846 


11,669,715 







I Permanept Si rbcominittee on Investipattfing 

EXHIBIT #66 - FN 1101 


CONFIDENTIAL 

SECI00033747 

PSI00045614 




WOODY CREEK RANCH MANAGEMENT TRUST 

WORKING TRIAL BALANCE 

12/31/00 
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ACCOUNT 

BALANCE 

@12/31/01 

DEBIT 


CREDIT 


ADJUSTED 

BALANCE 

@12/31/00 

Cash - Baf9c of America 

65,550.10 





65,550.10 

Limited ParftiersNps 

12,998.950.61 



198,694.46 

3 

12,601,144.71 





199,111.44 

4 


Mark to Market - Ltd P/S 

{534,236.80) 

»4,236.80 

2 




Total Assets 

12,530,263.91 

£34,236.80 


397,805.90 


12.666.694.81 

Capttai 

(13,052,934.57) 

1.049.39 


12,658.43 

2 

(13,064,543.61) 

Total Liab & Cap 

(13.052.934.57) 

1.049.39 


12,658.43 


(13.064,543.61) 

Net 

(522,670.66) 

535.286.19 


410,46463 


(397,848.80) 

Intere^ income 




4,544.23 

3 

(9,091.52) 





4,547.29 

4 


Partnershp Income 




2,710.00 

3 

(5,420.00) 





2,71000 

4 


Short Term C^iital Loss 


109.44 

3 



218.89 



109.45 

4 




Urvealized Capital GaM.oss 

521,578.37 



521,578,37 

2 



1,049.39 



1 ,049.39 

1 


Total income 

522,627.76 

2ieS9 


537,13968 


(14,292.63) 

Bank Charges 

42.90 





42.90 

Portfolio Decfeictions 


1,603.94 

3 



3,202.33 



1,598.39 

4 




Non Deductible Expenses 


204,235.31 

3 



408,896.20 



204,660^9 

4 




Total Expenses 

42.90 

412,09863 




412,141.43 

Net Income 

522,670.66 

412.317.42 


537.13928 


397.848.80 

Grand Total 

(0.00) 

947,603.61 


947.603.61 


(0.00) 


Reconciliation: 

Two Mite Ranch I 6,300.913.62 

Two Mite Ranch II 6,300,231.09 


12.601.144.71 


p/tasc/two mile ranch^Fft.E)/TB 


Permanept Subcommittee on lovestieatioDs 

EXfflBIT#66-FN1102 


Confidential 
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WOODY CREEK RANCH MANAGEMENT TRUST 

ADJUSTING JOURNAL ENTRIES 

12/31/00 


4656 


DESCRIPTION 


ACCOUNT DEBIT CREDIT 


( 1 ) 

Capital 

Prior Year Tax/Acct Adj 

(to reclass prior year adjustments - TAX ONLY) 


1,049.39 


1,049.39 


(2) 

Mark to Market 
Unrealized Capital Gain/Loss 
Capital (py mark to market) 

(to remove unrealized accts - TAX ONLY) 


534,236.80 


521,578.37 

12,658.43 


(3) 


Limited Partnerships/Tvro Mile Ranch I 

120500 


198,694.46 

Interest Income 

888100 


4.544.23 

Short Term Capital Loss 

888100 

109.44 


Partnership Income 

888100 


2,710.00 

Portfolio Deduofions 

888100 

1,603.94 


Non Deduc^tole Exf^nses 
(to record Two Mile Ranch I activity) 

888100 

204,235.31 


(4) 

Limited Parinerships/Two Mile Ranch II 

120500 


199,111.44 

Interest Income 

888100 


4,547.29 

Short Term Capital Loss 

888100 

109.45 


Partnership Income 

888100 


2,710.00 

Portfolio Deductions 

888100 

1 ,598.39 


Non Deductible Expenses 
(to record Two Mile Ranch II activity) 

888100 

204,660.89 

947,603.61 

947,603.61 


pytax^wo mile ranch/{FILE]/AJE 


Confidential 

SEC_ED00063563 
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WOODY CREEK RANCH MANAGEMENT TRUST 

CAPTIAL PROGRESSION 

12/31/00 
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Beginning Ending 

Balance Contrib Income Balance 


Woody Creek Ranch Limited 

99% 

12,933,919 

(393,871) 

12,540,048 

Sam '^\y 

1% 

130,625 

(3,978) 

126,647 



13.064,544 

(397.849) 

12.666.695 


p:Hax/tm mae ranch/IF!LE]Capilat 


Confidential 

SEC_ED00063564 


PSI ED00063564 



Sha^ace 


Book 


Two Mlio Ranch Management Trust 

ASSEH 

Cash 

Two Mae Ranch I 
TwpMlJe Ranch l[ 

TOTAL ASSETS 

LlABlLmES 

TOTAL UABILITIES 
CAPITAL 
Sam 

Woody Creek Randi, t4d. 

TOTAL CAPITAL 

TOTAL UABLITIES 8E CAPITAL 


FMV 




CONFIDENTIAL 

SECI00031916 

PSI00043783 
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im.y ^zur 

05-16-03 Oif’IT&I. XXOUtrt ACTIvm SBJOKT 

PK3 . S YEAR TO 1»38 3002 

Two Kile Ranch Kamgenimt Tr. 

ENTJTfs M0a»8 


^uBCTICM: BITH ENTITf - “MOODTR” 

SORT OPTICS: BY ENTITY, PARmgR 

PARWER TCODS OATE TO) JO DNrK K»K CAPITAL TAX CAPITAL INT INC5DME IWT KXP/FEB 


lOS Sam ifyly (betore 5/11) 
NRV Allocation 
NAV Allocation 
MAV MlDraclon 
KAV Allocation. 

Oontributicm 
KAV Allocati«i 
NAV Allocation 
SAV Allocaticm 
HAV Allocation 
HAV Allocation 
Contribution 
NAV Ailocacion 
NRV Allocation 
HAV Allocation 


wccoCR Two Mile Rwch Limited 
HAV Allocatian 
KAV Allocatian 
HAV Allocation 


KAV Allocation 
Co&erlbution 
MAV Allocation 
KAV Allocatian 
HAV Allocation 
KAV Allocation 
KAV Allocation 
Contribution 
HAV Allocation 
MAV Allocation 
KAV Allocation 


TOTAL VOODTR 


SEGlMUrJK} AAIANCS 
Em 01-11-03 31603 

PMA 03-3B-03 33102 

TSfi 03-31-02 33106 

jm 04-30-02 34S99 

PCC 05-30-02 34801 

PHA 05-31-02 352T2 

PNA 06-30-02 15765 

PKA 07-31-02 36772 

PHA 08-31-02 37S3S 

PNA 09-20-02 36463 

PCC 10-22-02 38863 

PSA 10-31-02 39720 

PHA 11-30-02 40634 

im 12-31-02 41364 

NSfT ACTIVITY 

BALANCE 


0.000000 


0 000000 
0.000000 


-96.31 
-343.71 
-733.95 
-231.01 
40,404.04 
-172.17 
-714.38 
-859. S7 
-371.82 
-363.73 
25,252.52 
-447.91 
-236.43 
-238.72 
60,776.85 
287.S2S.11 


O.OD 

0.00 


0.00 
0.00 
25.252.52 
0.00 
0.00 
0.00 
65.656. 56 
298,204.36 


0.00 o.oc 

a . 00 0.00 


BBGTHMINO BAUNCE 
PKA 01-31-02 31803 

im 02-26-02 331C2 

PKA 03-31-02 33106 

PKA 04-30-02 34699 

PCC OS-30-02 34801 

7NA 09-31-02 3S272 

PHA 06-30-02 3S76S 

PKA 07-31-02 36772 

PKA 08-31-02 37835 

PKA 09-30-02 384B3 

PCC 10-22-02 36663 

PHA 10-31-02 39720 

PHA 11-30-02 40634 

PKA 12-31-02 413S4 

NET ACTIVITY 

BAIANCC 


0.000000 


o.oooooo 

0.000000 


21.459,679.10 

-9.114.79 

-32.528.84 

•89.460.87 

-21.882.98 

4.000. 600.00 
•16.407.80 
■66,082.11 
•81, 919.03 
•35.435.89 
•36,570.55 

2.500.000. 00 
-42,632.38 
-27,390.38 
•22.826.01 

6,035. 586.57 
27.495.245.67 


22.035.000. 00 
O.DD 
0.00 
O.OQ 
O.OQ 

4.000. 000.00 

0.00 

0.00 

0.00 

0.00 

0.00 

2.500.000. 00 
0.00 
0.00 
0,00 

6.500.000. 00 

28.535.000. 00 


0-00 

0-00 


0.00 

0.00 


CURPIHT BAIAHCB 0.000000 27.782,773.78 28.833.204.36 0.00 0.00 

CURRENT PERCENT 100.0000004 100.000000% 


Permanent Subcommittee on lovestigations 

FXHTBIT #66 - FN 1102 
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ROSEMARY'S CIRCLE R RANCH MANAGEMENT TRUST 
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Non Deductible Expenses 610,417.94 3,4 610,417.94 
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BOSEMARVS CIRCLE R RANCH MANAGEMENT TRUST 

ADJUSTING JOURNAL ENTRIES 

12/31/02 


DESCRIPTION 

ACCOUNT 

DEBIT 

Credit 

(1) 

Capital 

Prior Year Tax/Acct Adj 

(to reclass prior year adjustments - TAX ONLY) 

(2) 

Mark to Market 

Unrealized Capital Gain/Loss 

Capital (py mark to market) 

(to remove unrealized acots - TAX ONLY) 

449,304.84 

634,169.39 

449,304.84 

187,722.90 

446,446.49 

(3) 

Limited Partnerships/Ranch East 

120500 


328,137.77 

Interest Income 

888100 


. 

Dividend income 

888100 


852.74 

Short Term Capital Loss 

888100 


. 

Real Estate Tax 

888100 

17,225.58 


Portfolio Deductions 

888100 

1,429.12 


Charitable Contributions 

888100 

. 


Non Deductible Expenses 
(to record Rosemary Ranch East activity) 

888100 

310,335.81 


(4) 

Limited Partnerships/Ranoh West 

120500 


308,903.09 

Interest Income 

888100 



Dividend Income 

888100 


852.74 

Short Term Capital Loss 

888100 


. 

Real Estate Tax 

888100 

8,244.50 


Portfolio Deductions 

888100 

1,429.20 


Charitable Contributions 

888100 

. 


Non Deductible Expenses 

888100 

300,082.13 



(to record Rosemary Ranch West activity) 


pi/tax/lwo mile ranch/[FILE]/AJE 


Confidential 

SEC_ED00055677 
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1.722,220.57 1,722,220.57 


p:/ta)(/two mile ranch/[FILE]/AJE 


Gonfidentiai 

SEC_ED00055678 
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ROSEMARrS CIRCLE R RANCH MANAGEMENT TRUST 

CAPfTAL PROGRESSION 

12/31/02 


4664 



Beginning 

Balance 

Contrlb 

income 

Ending 

Balance 

Woody Creek Ranch limited 99% 

SamWyty 1% 

27,4^,232 

287,684 

9,850,000 

99,495 

(630,790) 

(6,371) 

36,711,442 

380,808 


27,779.91$ 

9.949.495 

(637.161) 

37,092,250 


p/taxAwo mile rancfvtFILEJ/Capital 


Confidential 

SEC_ED00055679 
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Non Deductible Expenses 979,770.48 3,4 979,770.48 
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ROSEMARY'S CIRCLE R RANCH MANAGEMENT TRUST 

ADJUSTING JOURNAL ENTRIES 

12/31/04 


DESCRIPTION 


ACCOUITT DEBIT CREDIT 


( 1 ) 

Capital 637,040.86 

Prior Year Tax/Acct Adj 637,040.86 

(to reclass prior year adjustments - TAX ONLY) 


( 2 ) 


Mark to Market 

Unrealized Capital Gain/Loss 

Capital (py mark to market) 

(to remove unrealized accts - TAX ONLY) 


990,455.62 

356,286.23 

634,169.39 

(3) 

Limited Partnerships/Ranch East 

120500 


504,461.98 

Interest Income 

888100 



Dividend Income 

888100 


1,817.59 

Short Term Capital Loss 

888100 


- 

Real Estate Tax 

888100 

11,077.82 


Portfolio Deductions 

888100 

1,012.52 


Charitable Contributions 

888100 



Non Deductible Expenses 
(to record Rosemary Ranch East activity) 

888100 

494,189.23 


(4) 

Limited Partnerships/Ranch West 

120500 


485,993.67 

Interest tnoome 

888100 



Dividend Income 

888100 


1,817.60 

Short Term Capital Loss 

888100 



Real Estate Tax 

888100 

1,217.82 


Portfolio Deductions 

888100 

1,012.20 


Charitable Contributions 

888100 



Non Deductible Expenses 

888100 

485,581.25 



(to record Rosemary Ranch West activity) 
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ROSEMARY’S CIRCLE R RANCH MANAGEMENT TRUST 

CAPITAL PROGRESSION 

12/31^ 



Beginning 

Balance 

Contrib 

income 

Ending 

Balance 

Woody Craek Ranch Limited 99% 

Sam Wyiy 1% 

36,721,327 

37Q.922 

37.092.249 

7,300,000 

73,737 

7.373.737 

(980,631) 

(9,905) 

(990,535) 

43,040,696 

434,755 

43.475.451 


p:/taxAwo irate ranch/IFILEJ/Capitaf 
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Company Number 97427C 
THE COMPANIES ACTS 1931 - 1993 
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Annual Return of a Company having a share capital 

(other than a company limited by guarantee) 

Annual Return of Two Mile Ranch Limited 


made up to the 30 day of September 2000 


(hereinafter called 


•the date of this return’) (being the Company's return date) 

The address of Registered Office of the Company Castle Hill, Victona Road, Douglas. Isle or 

Man ® 


Pnncipal trade or business earned on by the company 
since the last annual return (or incorporation if this is 
the first annual return ) 


Pnvate Investment Holding 


1 *ls there a non-resident company declaration or a certificate 
under section 9(2) of the Non-Resident Company Duty 1986 in 
force in respect of the Company"? 

*lf the answer to the last question is YES 

*(a) has the central management and control of the company 
been in the Isle of Man at any time since the last annual 
return (or incorporation if this is the first return)’ 

•(b) has the company denved any income from any property, 
trade, business or any other source in the Isle of Man 
since the last annual return (or incorporatian if this is the 
first return)'? 

2 Has the company been a stakeholder as defined in section 20 
of the Timeshare Act 1996 at any fame since the last annual 
return date, or, if no annual return has been previously 
delivered, at any fame since incorporation’ 

3 If the answer to the last question is YES and the company is a 
company limited by shares 

(a) has the company issued shares fully paid up in cash of the 
minimum twminal value requited by section 109(3B)(a) of 
the Companies Act 1931’ 

(b) does ttie company hold indemnity insurance for such sum 
and in respect of such liabilities as are spectfled in section 
109(3B){b) of the Companies Act 1931’ 

Total amount of Hie indebtedness of the company in respect of all 

mortgages and charges of ttie kind which are required to be 

registered with the Registrar of Companies 


♦These questions do not apply m respect of annual returns filed before the 6th April 1 987 
Presented by IFG International Ltd 

International House, 

Castle Hill, Victoria Road. '' 

Douglas* I Permanent Subcommittee on InvestlgatioBs | - 
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SUMMARY OF SHARE CAPITAL AND SHARES 

Nominal Shar« Capital GBP2.00Q W dividecUmo 2.000 Ordinary Sharcaof G8P1 (H) each 


Number of shares of each cU»s taken up to the date of ths return i Ordinary 

Nim^r of shares of each class asued «jb]e<a to payment vrtrally cn I Ontinary 
cash 


Nurr^r i^anit of each class issued as fuRy paid up otherMise thm n Nil 
cash 


Ntm^ i^res ssu^ as part^ paid up to the extent of tjii per share Nit 
olherwtte tfian m cash 


Number of shares {rf any) eadh class issued ^ a dacount 

Amourtt of discount on the issue of shares vAich has not been written off 
at the date of this return 


There has been called up on eadi of I OrAnary 
There has tteen ca^ up on eadi erf ________ 

There has been caRed up on each of _______ 


shares 

shar» 

shares 


Total amourrf d cdte received, uidudmg payments on application and 
atidmem 


Tdai amount <rf any) agreed to be considered as pad on 

Nil shwes which have been issued as 

fufiy pad ottterwise tean in cash 

Tdd amount (if an^ agreed to be considered ss pad on 

Nil shtfes which have been tssued as 

fuHy paid up to tl» extent of Nil per share 

(^idwise than m cash 


Total amowit of cdts tmpad 

Total »nount of the sums (rf any) pad by way of commission m resped 
of any shares or debentures or aRowed by way of coninussion m reaped 
of any shares or debentures or allowed way of discount m respect of 
any debentures since the date of the last return 


Nit 

GBPJOO 


GBPlOO 


Nil 

Nil 


Total number of diares of eadi class forfeited 


Total MTteunt pad (rf any) on diares fdfeitsd Nil 


Totel amount d shares for which share wairants to bearer are 

outdsndmg Nil 

Tdai amount d share warrants to bearer issued and surrendered 

reapecbveiystnaithe date ofthe last return Issued Nil 

Surrendered Nil 

Number d diares eon^msed m each share warrant to bearer apecrfymg 
m ^e case d wnrante of drfforent kinds, particulars d ead) kind 

Nil 


Copy of the last audited Salanca Sheet of the Company 

Note • where dw C<»HMuiy a a Tnvato Company* wdhn me mearwig d Section 28 d the Cfon^panies Ad 1931, tti» Rehim must 
mckide a vmtten cop^, certifted by a Dsector or by the Manager or Secretary d ihe Con^ny to be a true copy, d toe baiandi sheel 
\diich has been audted by toe Corrtoan/s Audrfws (frutoiding every documents required by taw to be aruunted toereto) togdtter with a copy 
of toe report of the authors dmeon (certified as aforesaid), and rf any such balance draet ana fore^n language thme must a^ be 
anrteited to it a trandaAon toered in ^tah certified m toe prescitoed manner to be a crxnKt tiansfotfon tf toe said last baUmce siraet did 
not coritoly wrfh the reqiaremente d toe law as m force at toe date of audit wrfh respect to the form d baiaitee dted there must be macN 
such addrfKms to and corra<Aena m toe said copy as would ha^ been required to be made n the said batence siraet in order to mdee r 
eomp^ wito Ura said requaemertot. and the fact that toe said copy has been so amended must be stated thereon 
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= Redacted by the Pennanent 



To. Shart Robertscff)^verid<@ 


Subject; items lor trustees 


Trident : 

- I have received the tax exempt certificates for the Trident entities 
La Fourche Trust 

-possible sale of Woody Creek Ranch Limited to Bessie Trust for a note 
with Woody Creek Ranch Limited shares as collateral (interest rate ?) 

- Francis has not yet seen any original Trust documents for execution 

regarding the Woody Creek Ranch Management Trust (he may ask about them - 
I've emailed Elaine today asking her to follow up on this) 

Tyler Trust 

- acquisition of CW family properties through Tyler Trust, via loans 
from Elegance (Trident) and Quayle (Northern Bank) 

- long term strategy 

- long term cash flow management 


IFG 

Bessie Trust 

- acquisition of Woody Creek Ranch Limited from La Fourche using a note 

- ongoing cash requirements for the property - construction plans (S3M) 
and annual mtce costs 

- future property acquisitions 

- cash management 

Moberly Limited 

- status of receiving legal opinion from Simcocks for the SSW 
transaction 

- possible sale or redemption of FUND to raise cash for liquidity 
Castle Creek 

- loan of money to Tyler Trust (Trident) to acquire CW properties 
Other items FYIt 

- Trident has a query on Edinburgh Depreciation Deposit adjustments made 
earlier this year - I have not responded yet - Francis 4 I discussed this last 
week (I know It's outstanding if they bring it up with you). 

- Trust reporting. We are posted through 9/30, but I have not given a 
thorough review, and I am aware of a few problems on some small Items- so I'm 
not happy to release them yet. I have told the various trustees that I hope 
to have these for them by the end of next week - but I think some of them 
(Francis, in particular :)) was anxious about not having them going into your 
meeting next week. I told him I doubted that you and Mike would want to 
discuss and detailed accounting related matters, and he shouldn't worry. 

- Overall, I think that cash flow is the biggest issue right now I also get 
the feeling from IFG (which I think you do too) that they’ve agreed to be 
fairly aggressive lately and are feeling somewhat anxious about it. I think 
they'll need some reassurance possibly some pacifying. Ken seemed to be 
particularly miffed about Lehmans not following through with the notices on 
the collateral movement last weekend. I think he felt they agreed to the 
movement of the collateral in good faith, on the condition that they received 
the notice over the weekend and then didn't get it. (I may be making a bigger 
issue of this than needs to be, but Ken did sound a little funny, which really 
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Isn't Ken) 

- Francis commented after the fact on being very rushed on moving forward with 
the Woody Creek Ranch closing. Which he was, but that's life. He knows that 
we will give them more time with the future acquisitions. 

Well I think I've begun to ramble too much :) Let me know if you have 
questions on anything else that you need to know about before you go 

I am totally happy to be on the other end of a speaker phone during the 
meetings, so let me know if you'r e going to plug me and at what timea 

I feel tremendously guilty that I'm not going, and am going to miss the chance 
to spend the time with you and touch base with all the Trustees. 

Michelle 
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rRedacted by the Permanent 



ShsU^i RobertsonftlaraTicI 


Little Woody Cre^ Ranch Limited 


I'm trying to get this sorted out to be sold to Bessie Trust in the next 5 
-10 days. 

There has been some back and forth on how to show the original funding in 
Devotion to WCRL to by the properties, but finally, in February I confirmed 
to Francis to go ahead with Devotion Limited being the sole share holder of 
LWCRL (as confirmed by Rodney). What we also decided was that the full 
invested amount of approx $12M be reflected as a capital contribution (par 
value and share premium) . 

Now that I'm looking at selling the company to Bessie Trust, I don' t think 
this was the best way to do it. I think we should have left it as Devotion 
holding the nominal shareholding (of say $100) with the balance of the 
funds being reflected as a interco advance from Devotion. That way 1 can 
sell LWCRL to Bessie Trust for $100 and have one of Bessie's subsidiary 
companies assume the loan from Devotion (or advance the funds tc LWCRL and 
have them repay Devotion - I don't think it makes a difference). 

If Bessie Trust has to buy LWCRL from Devotion for the full a2, 190, 000 I 
need to get money up to the Trust from a sub corp, which I know we don’t 
want to do. Alternatively, I can have a subsidiary company (and if we have 
to go this route, I recommend we use the newly formed Spitting Lion as it 
was also formed for the purpose of a real estate transactlort purchase 
LWCRL. This would be okay, but I’d prefer for LWCRL to be a sub of the 
Trust, rather than a sub of a sub of the trust 

Anyway - I've asked Francis Co confirm that he did go ahead in February had 
has made the necessary changes to show all the investment as capital, and 
if so, to find out if we can take action to effectively reverse it. 

I’ll let you know what happens - I just thought you should be aware of the 
back and forth on this. 

I've also sent recommendations today to clear up some intercompany balances 
and move some funds around between Bessie/Bulldog to make sure Bessie has 
money to buy LWCRL. 

Michelle 
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mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 



Mictolle Bouchar 



02/09/2000 09-23 AM 
Please respon^^ 

"m boucher^"^^ 


To: Shari Hobertstm/Maverick#^ 

CC' 

Subjeta, RE: Edinburgh Fund 


I assume he's talking about bringing it up to ^OM level. At 12/31 the net 
assets were approx S16.9M, so 1 have S3.1M available due to the Michaels 
sales. Since the cash is in Bessie, a nd needs to be used to buy Woody 
Creek Ranch Limited from Devotion, I propose that we transfer what we need 
to over to Devotion now, and then settle the intercompany as part of the 
purchase price of Woody Creek Ranch Limited when we have all the cash 
available (ie. when we are done the Michaels sales.) 

I'll put something together for you on cash flow and confirm with Juanell 
on the $20M, - I have to run out and pick Jeff up at the airport, but will 
do It this afternoon. 

I guess that if they really want us to move money asap, and put it in for a 
2/1 subscription we can - It's all the same pot at this point - no 
outsiders so I don't really have a problem doing that, provided the 
trustees with agree to it. 

Let me know what you think. 

Michelle 



I assume we're actually talking about 3/1. What do you think? Can we 
raise cash that quickly? Do you think he's talking adding enough to bring 
the value of the fund up to S20 million or $20 million - initial 
investment? 


The information contained in this e-mail message is intended only for the 
personal and confidential use of the reciplent(s) named above. This 
message may be an attorney-client communication and as such is privileged 
and confidential. If the reader of this message is not the intended 
recipient or an agent responsible for delivering it to the Intended 
recipient, you are hereby notified that you have received this document in 
error and that any review, dissemination, distribution, or copying if this 
message is strictly prohibited. If you have received this communication in 
error, please notify us Immediately by e-mail, and delete the original 
message . 


Forwarded by Shari Robertson/Maverick on 02/09/2000 11:22 AM 
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Trastee Meetings 
Tuesday, Nov, 9* 


Subject 

IFG 

North 

Trident 

1994 Bessie Trust 

I 



1992 Bulldog Trust 

I 



1992 Pitkin Trust 

1995 LaFourche Trust 

I 


T 

1995 Red Mountain Trust 



T 

1 994 Tyler Trust 

1992 Delhi Trust 


N 

T 

1992 Lake Providence Trust 


N 


1992 Castle Creek Trust 


N 


#1 




Per Rodney all U.S. real estate should be purchased from 1994 
Trusts. Need to get trustees happy with cross trust loans. If 
They hold the corporation that owns TX Trust as collateral will 
This be adequate? 

I 

N 

T 


#1 

U.S. Real Estate acquisitions planned for 1^ quarter 2000 by 
Tyler Trust 


Chandler Texas Ranch 

Appraisal - 

$2,900,000 

Furnishings (Cost) - 

2,502,866 

Loan Assumption 

1,439,309 

Est. Net Cash 

3,963,557 

99% to Tyler 

3,929,921 

955 Little Woody Creek 

Appraisal - 

$5,995,000 

Furnishings (Cost) - 

526,654 

Loan Assumption 

3,556,920 

Est. Net Cash 

2,964,734 

99% to Tyler 

2,935,087 

1 060 Little Woody Creek 

Appraisal - 

$5,232,000 

Furnishings (Cost) - 

457,,223 

Loan Assumption 

3,104,221 

Est. Net Cash 

2,585,002 

99% to Tyler 

2,559,152 
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#3 

Plaquemines Trust has been voided? I 

#4 

Discussions regarding the status of the merger of the 1992 

Trusts, Bob Taylor/Michael Fullerlove to be contact at 

Wiggin&Co. 01242 224114, fax 01242 224223 I N 

#5 

Discussions regarding the addition of Sean Cairns as beneficiary 

Of the 1995 trusts, Bob Taylor/Michael Fullerlove to be contact at 

Wiggin&Co. 01242 2241 14, fax 01242 224223 T 

#6 

Green Mountain Update (Evan Wyly) 

Cash Flow Requirements, $3,870,000 11/29 carries 1/00 

Financing Update I N T 


m 

Scott Cannon real estate financing, collateral GMER stock 

(Evan Wyly) TBD 

#8 

Swap queries from Trustees 
Simcocks Opinion 
Collateral requirements 


#9 

Michaels Stock Options to be exercised through a secondary 

With DLJ as underwrite during January 2000 I N T 

#10 

Global Audio Visual - contact for information is George Ellis 
(214) 363-1351 or David Matthews (Sam’s son-in-law) (972) 

939-3759 

#11 

Status on Little Woody Creek Trust and Jourdan Way Trust T 

#12 

Need to sell Woody Creek Ranch Limited from LaFourche Trust 

(Trident) To Bessie Trust (IFG) prior to year end per legal 

counsel, construction plans of $3 million I T 

#13 

Moberly, Ltd. may need to redeem FUND for liquidity for SSW 


MAV007784 
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Swap I 

#14 Edinburgh Depreciation Deposit issue - take up with MB T 
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Fiom: 

Michelle Boucher 

Sent: 

Thursday, December 9, 1999 3:59 PM 

To: 

Shari Robertson 

Subject: 

financials 


I am so so close to having October done, but I'm not going to make it for 
today. :( I am very very disappointed, 

I went back to Rodney again yesterday on the Devotion/La Fourche/Little 
Woody Creek Ranch Funding, and await an answer, but maybe you have an idea: 

He said to book the movements from Devotion to La Fouiche to Little Woody 
Creek Ranch as return of capital and then investment. The initial capital 
that La Fourche put into Devotion was approx $4.9M. and the money we moved 
was approx $12M, and we'll need to move future funds for 
construction/maintenance etc.,., ongoing costs. My first problem is how 
to reflect the excess over the paid in capital - dividend/loan?, and 
secondly whaf s the best approach to handle ongoing funding. 

I also asked him to confirm how we handled the 

Sonlieana/Tyler/Gorsemoor/Stargate Loan Funding transaction. The Trustees 
have booked it all through as intercompany/inteitrust advances • no 
investments, no refunds of paid in capital. I want to be sure we're okay 
taxwise showing it that way. 

ril let you know what he comes back with, and if you have any ideas on the 
La Fourche transaction let me know, 

Petra is going to continue on putting November together in my absence. I 
expect we'll have no trouble having November's available by the end of the 
month, Elaine hopes to have November completed by December 22nd. If she 
does, this will allow us to have the consolidation by month end. 
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= Redacted by the Permanent 
Subcommittee on Investigations 



To. Shari Roberts<xt/Mayeric^l 


Subject !FG& Trident Agendas attached 


I’ve attached agendas for Geneva - please Cake a look and advise of other 
matters to add before I distribute. 

I understand from Shonda that you are available to meet for dinner on Monday 
with David. One of the things David wants to discuss with you and I directly 
is the crossover between the 1992'3 and the 1994 trusts, due to the 
differences in beneficiaries particularly as the existing letter of wishes 
will change. FYI, I put a call into Sam to generally discuss the letter of 
wishes and the fact that it will need to be amended for Che creation of the 
sub“trusts. - I want to clarify whether Cheryl should be allocated a piece of 
Two Mile Ranch, or if this is for his kids, and whether her benefit from the 
trust should be limited to the sub-fund we are creating. 

Anyway, given that we are going to loan assets from th« 1992s to the 1994s, 
David wants to ask all the children to confirm their agreement to this in 
writing. He also feels a lot better about doing this if Aundyr is the trustee 
of both Crusts. Which they will be when we merge the 1992s back together, 
but.... that IS a huge pot to have at one place - I don’t think we can 
represent to him that we wouldn’t move part of the business for futher 
diversification. 

Since he is raising issues on this, I mentioned to him the split dollar life 
insurance planning, knowing It makes his problem worse, but felt he should 
know that’s where we want to go, likely within the next year. 


ID -attl.hfrn 
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Sam and Evan Wyly 
List of Entities 

Sam Wyly 


Bulldog - 92 Bessie - 94 LaFouche - 95 


Morehouse 
Richland 
Tensas 
West Carrol! 

East Carroll 

East Baton Rouge 

Locke 

Moberly 

Sarnia 

Greenbriar 


Audutxrn Devotion 

Yurta Faf Relish 

Newgale 

Cottonwood 

Spitting Lion 

MiCasa 

Rosemary's Ranch 
LLC’s 


Evan Wyly 


Ginger - 94 

Dortmund 

Atlantis 


Note: Italicized companies have Private Annuities 

Bold Companies are subject of an IDR 
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MMMi = Redacted by the Permanent 

Subcommittee on Investigations 



To, 

CC- 

Subject; 


Shari Robertsoo/Man^rick^ 


various 


I’m making arrangements to fund the University of Michigan donation from 
Relish and Devotion (S1.75M and .25 respectively). I'll confirm with you, 
but I expect payment to go out next week. 

We had the cash avail here since we did not invest in Jason's ’internet 
companies' venture, and the immediate funding of the Aspen properties was 
lower than expected as construction will not commence until later in the 
year. Note that on this, I think that with the Michaels sales, we'll be 
able to have Bessie acquire WCRL shortly. Next week I'm going to take a 
look at everything and we can discuss with the family when I'm in Dallas. 
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Redacted by the Permanent 

Subcommittee on Investigations 


Michelle Boucher 



To: Shari RobeitsofVMavsrid' 
cc; 

Subject: Littie Woody Creek Rarx^h Limited 


I‘ra trying to get this sorted out to be sold to Bessie Trust in the next 5 
' 10 days. 

There has been some back and forth on how to show the original funding in 
Devotion to WCRL to by the properties, but finally, in February I confirmed 
to Francis to go ahead with Devotion Limited being the sole share holder of 
LWCRL (as confirmed by Rodney) . What we also decided was that the full 
invested amount of approx S12M be reflected as a capital contribution (par 
value and share premium) . 

Now that I'm looking at selling the company to Bessie Trust, I don’ t think 
this was the best way to do it. I think we should have left It as Devotion 
holding the nominal shareholding (of say SlOO) with Che balance of the 
funds being reflected as a interco advance from Devotioa That way I can 
sell LWCRL to Bessie Trust for $100 and have one of Bessie’s subsidiary 
companies assume the loan from Devotion (or advance the funds to LWCRL and 
have them repay Devotion - I don't think it makes a difference). 

If Bessie Trust has to buy LWCRL from Devotion for the full 212,190,000 I 
need to get money up to the Trust from a sub corp, which I know we don't 
want to do. Alternatively, I can have a subsidiary company (and if we have 
to go this route, I recommend we use the newly formed Spitting Lion as it 
was also formed for the purpose of a real estate transactlor) purchase 
LWCRL. This would be okay, but I'd prefer for LWCRL to be a sub of the 
Trust, rather than a sub of a sub of the trust 

Anyway - I've asked Francis to confirm that he did go ahead in February had 
has made the necessary changes to show all the investment as capital, and 
if so, to find out if we can take action to effectively reverse it. 

I'll let you know what happens - I just thought you should be aware of the 
bade and forth on this. 

I’ve also sent recommendations today to clear up some intercompany balances 
and move some funds around between Bessie/Bulldog to make sure Bessie has 
money to buy LWCRL. 

Michelle 
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TRedacted by the permanent 

...--'^Investigation^ 



Michelle Bouctw 
<rT4)OUC^iei ’ 


03/29/2000 0537 AM 
Please respon^^^^ 
‘mbouchen^ll^^l 


To, Shari Robeftson/Maverick@| 

cc: 

Subject; Litfle Woody Creek Ranch sale to E 


Go^d ne». i7<) la that Francl. hadn't finalized the 'restructuring^- of the 
transaction ao from a corporate records f “Pff ooi I'll 

Monday. 

Mi ohelle 
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Orange, LLC - Bessie Trust (EW) 

Foreign Grantor -1994 Shares or Market 

Priced at 12/31/(M Face Value Value 

Orange LLC 

Book FMV 

% 

asset. 

Cash 

Bank of Batmuda 

Bank of America Securities 

Total Cash 

US Government Agency Bonds 

Total Cash & Agency Bonds 

Loans & Advances Receivable 

Spitting Lion Limited 

Cottonwood If Limited 

Rosemary’s Circie R Ranch Limited 

Intertrust advances 

Total Loans & Advances Receivable 
Investments in Funds 

Maverick Levered FurxJ-RestricU 260.5086 2731.536 

Ranger Multi Strategy-Enhanced 1 .000.0000 1 1 80.098 

Total investment in Funds 

Investment In Public Companies 

Midiael's Stores 90,600 29.97 

Totid Investments In Public Companies 
Investments In Private Companies 

Greenmountain stock 982.318 3.5 

Investments In Real Estate Companies 

Spring Lion Limited 1 

Cottonwood it Limited 1 

Rosemary's Circle R Ranch LimI 1 

Total Investments In Real Estate Companies 

Total Investments 

TOTAL ASSETS 

Loans & Advances Payable 

BAS Margin Advance 

Intercompany Advances 

Due to Security Capital 

Loan Payable - Yurta Faf 1 




133.053 

133.053 

1.2% 

- 

- 

0.0% 

133,053 

133,053 

1.2% 








- 

0.0% 

133,053 

133,053 

0.0% 

— - 





283,000 

283.000 

2.5% 

347.355 

347.355 

3.0% 

2,234,690 

2.234.690 

420,000 

420,000 

3.7% 




3,285,046 

3,285,046 

28.7% 




499,144 

711.589 

6.2% 

1,000,000 

1.180,098 

10.3% 

1 , 499,144 

1 , 891.686 

16.5% 




842,580 

2,715.282 

23.7% 

842,580 

2 , 715.282 

23 . 7 % 




4,999,999 

3,438,113 

30.0% 




1 

1 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

3 

3 

0.0% 

7 , 341,725 

8 . 045.084 

70 . 2 % 

10 , 759.825 

11 , 463,184 

100 . 0 % 







- 

- 

0.0% 

■■ 4.5% 

513.046 

513,046 

11,155,061 

11.155.061 

97.3% 

498,460 

498,480 

4.3% 

Inters on Security Capita! Loan 

359,713 

^9,713 

3.1% 

109 . 3 % 

Total Loans A Advances Payable 

12 . 526,300 

12 , 526.300 

TOTAL LiABiLITIES 

NET EQUITY 

12 . 526,300 

12 , 526,300 

109 . 3 % 

(1.766.475) 

( 1 , 063 , 116 ) 

- 9 . 3 % 

TOTAL LIABILITIES & EQUITY 

10 , 759.825 

11 , 463,184 

100 . 0 % 
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Ro Ro, LLC - B«uis Trust (LM) 

Foreign Grantor >1994 Shares or Market 

Priced at 12/31/04 Face Value Value 

Flo Flo, LLC 

Booh FMV 

% 

assets 

Cash 

Bank of Bermuda 

Bank of America Securities 

Total Cash 

US Government Agency Bonds 

Total Cash & Agency Bonds 

Loans & Advances Receivable 

Spitting Lion Limited 

CottCMivwaod 11 Limited 

Rosemary's Circle R R»ich Limited 

Mi Casa Limited 

Bubba 

Interhust advances 

Total Loans & Advances Receivable 
teivesbnents In Funds 

Maverick Levered Fund 2731.536 

Ranger Multi Stfategy*Enhanced 500.0000 1 180.098 

Rar^er Partners (via RFA) - 889.0461 

Total Investment in Funds 
investment in Public Companies 

Micha^s Stores 45,000 29.97 

Total invesbrnants in Public Companies 
Investments in Private Companies 

Greenmountain Stock 196,463 3.5 

Total investments in Private Companies 
investments in Real Estate Companies 

Mi Casa Limited 2 

Spitting Uon Limited 1 

Cottonwood II Limited 1 

Rosemary's Circle R Ranch LImi 1 

Total investments In Real Estate Companies 

Total investments 

TOTAL ASSETS 




375,206 

375,206 

3.7% 

- 

- 

0.0% 

375,206 

375,206 

3.7% 








- 

0.0% 

375,206 

375,206 

0.0% 







283,000 

283,000 

2.8% 

347,354 

347,354 

3.4% 

3.301.860 

3.301.860 

32.5% 

3.215.000 

3,215,000 

31.7% 

- 

- 

0,0% 

- 

- 

0.0% 

— 



7.147,215 

7,147,215 

70.4% 





- 

0.0% 

500,000 

590.040 

5.8% 

- 

- 

0.0% 

500,000 

590,049 

5.8% 




418,500 

1,348,650 

13.3% 

418,500 

1,348,650 

13.3% 




999,997 

687.621 

6.8% 

999,997 

687,621 

6.8% 




2 

^ 2 

0.0% 

0.0% 

1 

1 

1 

1 

0.0% 

1 

1 

0.0% 

5 

5 

0.0% 

1.918.502 

2,626.324 

25.9% 

9.440,923 

10,148,745 

100.0% 




Loans & Advancss Payable 

BAS Margin Intwest 

Intenxn^any Advances 

Due to Security Capita! 

Loan Payable - Yurta Faf 


— — r 


. 

870.564 

870,564 

0.6% 

9.775,130 

9,775,130 

96.3% 

498,480 

496,460 

0.0% 

interest on Security Capital Loan 

Total Loans & Advances Payable 

TOTAL UABILITIES 

NET EQUITY 

TOTAL UABILITiES & EQUITY 

315,214 

315,214 

3.1% 

11,459.388 

11,459.388 

106.0% 

11,459,386 : 11,459.388 

108.0% 

(2.018,466)' {1,310,643} 

<8.0% 

9,440,923 1 10,148,743 

100.0% 
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Pops, LLC - Bsssle Trust (LW) 

Forsign Grantor • 1994 Shares or Markst 

Priced at 12/31/04 Face Value Value 

Pops LLC 

Book FMV 

% 

assets 

Cash 

1 



Bank of Bermuda 

Bank of Am«»ica Seorities 

Total Cash 

US Government Agency Bonds 

Total Cash & Agency Bonds 

Loans & Advances Receivahie 

Spitting Lion Limited 

CottcH^wood ii Limited 

Rosemary's Circle R Ranch Lknited 

Yurte Faf 

Inter&ust advances 

Total Loans & Advances Receivable 
investments in Funds 

Maverick Levawl Fund 260.5086 2731.536 

RangerMulti Strategy 1,118.4218 1114.476 

Ranger MulSStra^y^nhanced 1.000 0000 1180.098 

Total Investment In Funds 
investment in Public Companies 

Michael's Stores 107,200 29.97 

Total investments in Public Companies 
Investments in Private Companies 

Greenmountain Stock 392,927 3.5 

investments in Real EsUite Companies 

Spitting Lk»i Limits 1 

Cottcmwood Ii Limited 1 

Rosemary's Cirde R Ranch Limi 1 

Total Investments in Real Estate Companies 

Total Investments 

TOTAL ASSETS 

298.154 

288,154 

2.3% 

• 

- 

0.0% 

298.154 

298,154 

2.3% 








- 

0.0% 

298,154 

298,154 

Z3% 







283,000 

283.000 

2.2% 

347,355 

347,355 

2.7% 

5.332.177 

5,332,177 

41.6% 


- 

0.0% 

- 

- 

0.0% 




5.962,532 

5,962,532 

46.6% 




490,144 

711.589 

5.6% 

1.103.162 

U46.455 

9.7% 

1.000,000 

1,180,098 


2,602,306 

3.138,141 

15.3% 




996,960 

3,212,784 

25.1% 

996,960 

3.212,784 

25.1% 




1,999,998 

1,375,245 

10.7% 




1 

1 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

3 

3 

0.0% 

5,599,268 

7.726,173 

51.1% 

11,859,954 

13,986,859 

100.0% 

Loans & Advances Payable 

BAS Margin Advance 

Intercompany Advances 

Due to Security Capital 

Loan Payable - Yurta Fa? 

Interest on S^xfrity Capital Loan 

Total Loans & Advances Payable 

TOTAL LiABlLITiES 

NET EQUITY 







- 

- 

0.0% 

1,808,580 

1,808,580 

14.1% 

11,155,061 

11,155,061 

87.1% 

498.480 

498,480 

3.9% 

359,713 

359,713 

2.6% 

13,821,833 

13,821,833 

107.9% 

13,821,833 

13.821,833 

107.9% 

(1,961,879)1 165,0261 

-7.9% 

TOTAL LIABIUTIES & EQUITY 

11,859,954 1 13.986.8591 

100.0% 
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Bubba, LLC - Bassia Tniit (KE) 

Foraign Grantor - 1994 Shares or Market 

Priced at 12/31/04 Face Value Value 

Bubba, LLC 

Book 

FMV 

% 

assets 

Cash 

Bank of Bermuda 

Bank of America SecuriUes 

Total Cash 

US Government Agency Bonds 

• 

Total Cash & Agency Bonds 

Loans & Advances Receivable 

Spitting Lion Limited 

Cottonwood 1 Limited 

Cottonwood N Limited 

Rosemary's Circle R Ranch Limited 
interHtst advances 

Toiai Loans & Advances Receivable 
Invesbnenis in Funds 

Maverick Levered Fund 260.5086 2731.536 

Ranger Mi^ ^rategy-Enhanced 500.0000 1180,098 

Total investment in Funds 

Invesbnent in Public Companies 

Michael’s Stores 59.000 29.97 

Total investments In Public Companies 
invesbnente in Private Companies 

Greenmountaki Stock 196,463 3.5 

Totel invesbnenis in Private Companies 
Investments In Real Estate Companies 

Spitting Lion Limited 1 

Cottonwood I Limited 2 

Cottonwood ii Limited 1 

Rosemary's Circle R Ranch Limi 1 

Total Investments In Real Estate Companies 

Total investments 

TOTAL ASSETS 

Loans & Advances Payable 

BAS Margin Interest 
int«company Mvances 

Loan Payable - BEB & BEK 

Due to Security Capital 




29,986 

29,986 

0.2% 

- 

- 

0.0% 

29,986 

^ 29,986 

0.2% 







- 

- 

0.0% 

29,986 

29,986 

0.0% 







283,000 

283,000 

1.8% 

3,076,860 

3,076.860 

19.4% 

347,355 

347,355 

2.2% 

8,392,068 

8,392,088 

52.8% 

- 

- 

0.0% 




12.099,303 

12.099,303 

76.2% 




499.144 

711,589 

4.5% 

500,000 

590,049 

3.7% 

999,144 

1,301,638 

8^ 




548,700 

1,768,230 

11.1% 

548.700 

1,768,230 

11.1% 



4:3% 

999,997 

687,621 

999,997 

687,621 

4.3% 




1 

1 

0.0% 

2 

2 

0.0% 

1 

1 

0.0% 

1 

1 

0.0% 

s 

5 

0.0% 

2.547,845 

3,757,493 

23.7% 

14,677,134 

15,886,782 

100.0% 







. 

. 

0.0% 

2,564,699 

2,564,699 

16.1% 

9.6% 

1,525,986 

1,525.986 

11,155,060 

11,155.060 

70.2% 

Loan Payable - Yurta Faf 

498,480 

496,480 

3.1% 

Inter^t on Security Capital Loan 

Total Loans & Advances Payable 

TOTAL LIABILITIES 

359,712 

359,712 

2.3% 

16,103,937 

16,103,937 

101.4% 

16,103,337 

16,103,937 

101.4% 

NET EQUITY 

TOTAL LIABILITIES & EQUITY 

11,426,803) 

(217,155) 

•1.4% 

14,677,134 

15,886,782 

100.0% 
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MMMMi = Redacted by the Permanent 
i Subcommittee on Investigations 



To: “Eiain© Spang (E*maij)’ 
Robertson^averid« 


Subject. Woody Creek Ranch 


Shari 


I have been advised by Trident this morning that $10,200,000 was sent to the 
Texas Trust's account for value today. Please let me know if you have any 
problems with receipt. It was sent B/O Bank of Bermuda via Citibank NY. 


Pormanent Suhcominlt iet on Investigitiom 
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WYLY FSMIW 

12-17-99 fTBT MSST VAL'-BarCN SJS«ARY PAGE: 1 

PM4 - 1 FOR THE FEKtCO SKJIKG: 10-31-99 

, ESJTITY: HOODia - Mo«fy Creek Hanagemcnt Tjrusf- 


TOTAL ASSETS 
TOTAL LIABILITIES 
NET ASSET VALUE 

CURRENT CCffiTRIBUTIONS 
CUR. CAPITAL DlSiaiBUTIONS 
CUR. INCOME DISTRIBUTIOWS 

ADJUSTED NET ASSET VALUE 
PRIOR. CLOSING NET ASSET VALUE 
1KCREAS3/-DECREASE IN NAV 

C31ANGB IN NAV FJU3M. 

NET <SA»3E IN NAV 


11.415.000. 00 
0-00 

11.415.000. 00 

11,415,000.00 

0.00 

0.00 


0.00 


PERCENT RETURN FOR THE MOJTH 0.00 

MWUALIZSD PERCEOT BBTUBN 0.00 
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H-29-99 PAJm®E TRMISACTICWS POSTIBS KEPORI PAGE; 1 

R1I2.X 


DESCRIPTION 
■mJ NO TCODE STATUS 


ENTITY DRTE UNITS 

GL ENT PatK® CWT DKTT VMilE CASH AMT CAPITAi AJtT DESCR OTHER WT 


9782 


PARTNERSHIP OCOTRIBUTION 10/4 HOODTR 10-04-99 2 

MXDTR PER 10 

lOS 

HOCSXR 


O.OOOOaO 11,415,000 11,415,000 


115,000 00 
11.300,000 00 


115,000.00 

11^300,000,00 


LINE ACCOUNT SUB ACCOUNT 

0001 WOODTR-470030 

0002 BCX)riTR-101100 


tSSCSIPTIOS 


BOOK. W-ClftlT 


Recained Eemlnss 11.415, 0C0.50CR 

Cash-Bank, of A(nenca-i999 New 11,415.000 OOrs 


TAX AMOUNT 
11,415,000 OOCR 
11, 415,000.0008 


Permanent Subconumttee op Investigations 
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FSCilOOl A0VIG^4<?l^%iD|BlT ^JEFCREHCE # 

rpi^iivvi ' ’ NBKA4XA5007i 



CONFIDENTIAL 

SECI00013d31 

PSI00035498 



4702 


= Redacted by the Permanent 
SubconHmtteeonJnvestigalioi^ 


October 5. 1999 


Marta Engram 
Bank of America 
901 Main Street, 19*’’ Floor 
Dallas, TX 75202 


Dear Marta: 

Please wire a^lotal of $10.00 0.000 
Account #1 


A mount 


$5,000,000 

$5,000,000 


as follows from Woody Creek Ranch Management Trust, 


Wire To; 



Rocky Mountain Serenity Ranch II, liC 



Rocky Mountain Serenity Ranch I, LLC 


Ref# 

99100i 

99100? 


Please call me at 214 
Sincerely, 


if you have any questions. 



300 CRESCENT COURT, SUITE 1000 • DALLAS, TEXAS 75201-7852 
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10/05/S9 T13E 13:53 PAX 


1^001 


»»» TX REPORT »** 

**»ti***9tmt9**Z****** 


TRANSMISSION OK 


-- - ^^edacted by the Pennanent 
^ Sub committee on Investigations 


TX/RX NO 
CONNECTION TEL 
SUBADDRESS 
CONNECTION ID 
ST. TIME 
USAGE T 
PCS. 

RESULT 


3193 


NATIONSBANK 
10/05 1J:S2 
00 '24 
1 

QK 


October 5, 1999 


Marta Engram 
Bank of Mieiica 
901 Maiii Street. I9‘^ Floor 
Dallas, TX 75202 

Dear Marta: 


Please wi re a total of 510,0 00,000 as follows from Woody Creek Ranch Mauagenient Trust, 
Account i 


Amoimt 

$5,000,000 

$5,000,000 


Wire To; 



Rocky Mountain Serenity Ranch I, LLC 


Ref# 

99100? 

99100 If 


Please call me at 2141 


pf you have any questions. 


Sincerely, 
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= Redacted by the Pennanent 
Subcommittee on Investigations 



FSCllOOl 


ADVICE OF CREDIT 


. number ! 

FUND? TRANSFER CREDIT 


reference ♦ 
NBKA^lASODSa 


DATE! ia/OA/99 




i.. 4 }/‘ , 

' r" PREPARED BYl 

CO NO, 0099 DEPT NO: 00011A5 




REFeiSUCE NO. 


I MSG 

DATE 1 

TIME j 

ACCOUNT NO. 

»VCR 1 

1 

AMOUNT 

510,200,000.00 

2909 

Ifw 


I 10 / 04/99 

13:32 


1 CREDIT 


TPVT'Mfl. TX /INF 


BRITISH IS 

T.RS /AC-36022287 RCI*PW311093120 BBK=BAHK OF AMERICA 


'T'CViS M A 


WOODY CREEK RANCH MANAGEMENT 
TRUST 

300 CRESCENT COURT/ SUITE 1000 
DALLAS, TX 75201-7852 


-IF ASSISTANCE ON THIS •mANSACTlON IS NESOEO, PLEASE 


BankofAmerica.^^ 

P,0. Box 83000*7164, 0«I1a«, Tbx« 752B3 

WIRE TRANSFER ADVICE _ 

OUR RESEARCH DEPARTMENT AT 1-600-677-8473. 
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MEMO 


HIGHLAND STARGATE 

To: 

Marta Engram 

cc: Rena Alexander 

From: 

Elaine Spang 


Date; 

10/1/99 


Subject; 

Wire activity 


Here is a recap of the wire activity that will occur next week. 


Monday 10/4 
Wires In 

> $1 0,200,000 into the new Woody Cre^ Ranch Mgmt Trust account. 

$17,797,937 into Sam Wyly’s account 

> $9,330,669 into Stargate’s account 

Wires out 

> $15,097,937 &om Sam Wyly to Maverick USA 

> $5,330,669 from Stargate to Maverick USA 

Tuesday 10/5 
Internal wires 

> S5,0(K),000 from the Woody Creek Trust to each of the new Rocky Mountain Serenity Ranch 
accounts 

Wednesday 10/6 
Wires Out 

> $4,950,937.89 from Rocky Mountain Serenity Ranch I, LLC to Community Banks of 
Cobrado 

> $4,950,642.89 from Rocky Mountain Serenity Ranch II, LLC to Community Banks of 
Colorado 

Final amounts may vary slightly. We will have all the Trust paperwork for y'ou on Monday. 
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m^mmm = Redacted by the Permanent 
Subcommittee on Investigations 



To: "Francis Webb (£■ 

cc: Shari Robertson/! 

Subject: Woody Creek Ranch Limit 


The protectors reconvmend that you make a further investment in Woody Ccees 
Management Trust in the amount of $500,000 (five hundred thousand dollars). 

These funds are required to ensure that the properties have ready cash 
available to acquire additional TDR’s (up to 6, averaging $150K each) 
should they come available. It is my understanding that the property 
manager hopes to acquire these by the end of April when it is expected that 
plans for the development will be submitted for approval- 

I believe there is sufficient cash available in Devotion Limited to fund 
such additional investraent. Please let me know if you need me to 
re-confirm wire instructions, which you should have on hand. 

If you have any questions, please call. 

Michelle 


Permanent Subcommittee on Investigations 
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= Redacted by the Permanent 
Subcommittee on Investigations 



’’Michelle Boacher" < 


on 09/21/2000 04:06i38 PM 


< ralexander@fl 


k <khennjngton@l 


Subject: Fw: Money for Ranch accounts 


Please send me wire instructions for two mile ranch management trust Based on Knstin s cash flow s sne 
expects approx $800K to be spent for Oct/Nov. I'll arrange for $750K to be wired to the management 
tmst, and you can transfer It out to the LLCs as needed. 

Thanks 


— Original Message — 

Front: Kristin 
To: Michelle Boucher 

Sent: Wednesday, September 20, 2000 10:33 PM 
Subject: Money for toch accounts 


HIMichellel . 

Rena told me to email you regarding the ranch accounts. I currently have about $10(^ in each 
account. ..but I am about to pay bills and will be down to ^jout $75k per account The bulk of my bills 
usually come in ^e middle to ^e end of each mondi. So 1 shouldn’t have any m^or bills undl next 
month....but then again you never know. Sol may be needing a cushion within the next nionth. Thank 
you. 

Kristin 










Pi>rniangot Subcommittee on Investigations 
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= Redacted by the Perm^ent 
Subcommittee on Investigations 



To: KennethJig 

cc: Shari Robertson/Mavenck@^ 
Subject; two mile ranch 


uear ^en. 

In order to fund ongoing activities at the Two Mile Ranch properties, the 
management trust requires additional cash of approximately $750,000. This is 
expected to cover expenses for the next two months. 

I believe I forwarded you cash flow projections for the propeties, but if you 
have not received them, please let me know. 

The protectors recommend that Audubon Asset Limited make arrangements to loan 
funds to Two Mile Ranch to raise the necessary cash. 

I will forward wiring instructions shortly. 

Michelle 

D - atti -him 


Penpanent Subcommittfec od iDvestigatioPS 
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= Redacted by the Permanent 

g.ihi-mnmittee on investigations 



"Kristin" <kristlii 


on lO/OZ/ZOOO 08:SJ:J7 AM 


To: < raIexand€r@l(||P[||||||||| 

cc: 

Sul^ct: Re: money for ranch 


Let’s do 100k per account there are a lot of expenses coming in for the 

barn and historical, thanks. 


Krxstin 

P.S. I am faxing the copy of the qbreport to you. 

Original Message 

From: <ralexander f 

To: Kristin <kristin@^ 

Sent: Monday, October 02, 2000 6:58 AM 
Subject: Re: money for ranch 


> How much? 5QK lOOK 


> "Kristin* <kristin' 


To ! <ralexander0 
cc ; 



on 10/01/2000 07:29:59 PM 


> Subject: money for ranch 


Hi Renai 

I will be needing money for the ranch ASAP. Thank you. 
Kristin 


permanent Subcoi"m»**gg «o Investigations 
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MMM = Redacted by the Permanent 

Subcommittee on investigations 

Reoa Alexander 11/02/200009:52 AH 

^ 

To; ''Kristin'' < 5crisrin@ 
cc: 

Subjea; Re: Ranch I and U 



No need to resend. Thanfo I don't believe rt was a new account^ after all. 


I'll do the $ 1 2Sk today. THANKS 


"Kristin" <krjstln@ 


on 1 1/02/2000 09:58:21 AM 



"Kiistin" <kristm€ 


11/02/2000 09:58:21 AM 


To: 

cc: 


< ralexander@a 


Sul^ect: Re: Ranch I and II 


Let's do $125k per account. Thank you. 

On, the gbexport, the only 
before, was Farm Expense 
that have been used before 
Kristin 

Original Mes^ 

From: <ralexaaderi 

To: Kristin <kristin 
Sent: Thursday, November 02, 2000 7:41 AM 
Subject: Re: Ranch I and II 


that I saw that may not have been used 
Other chan that, they are all accounts 
Let me know if I can resend it to you. 


> No money since then!!! How much do you want? $100,000.00 each or more? 


> "Kristin" <kristin0 


> To; <ralexander0 

> cc : 



on 11/01/2000 09:51:19 PM 


Subject: Ranch I and II 


> I know there was a mixup with the deposit that was supposed to go in. 

> around the first of Oct. Have there been any other deposits since then? 

> If not, I need to get some money fairly soon. Just let me know. Thanks. 

> Kristin 


Permanent Subcommittee on InvesticatioBS 
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= Redacted by the Permanent 
_ Subcommittee on Investigations 


From; 

Sent: 

To: 

Subject; 


Keefey Hennington 
Tuesday, April 10, 2001 7:30 AM 
Rena Alexarxier 
Re: Two Mile 


Attachments: 


Doc Link.htm 


yep - that’s right. Also help me remember that as we start to build other houses, those 
individuals will need to contribute to the Management trust. I think Andrew will be one 
of the first ones to contribute, but this can wait until I get back in. 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s ) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Rena Alexander 
04/10/01 08:26 AM 


To: Keeley Hennington/htst^ 
cc : 

Subject*. Re: Two Mile 


They gust requested from Michelle (frlday) IM for Cottonwood II, and another 2M for the 
ranchs. Sam 6 Kelly would need to contribute 1% each of the IM right? 


From: Keeley Hwinlngton on 04/10/2001 08:16 AM 
To: MBoucherS^^^^^H 
cc: Rena Alexanoe^^^ 

Subject: Two Mile 

I got a copy of a memo from Kelly that only went to family members so 1 am passing along 
the details in case you did not get it. It looks like they are considering putting in 
their own natural gas line to the property. They are also considering putting in cable, 
telephone, fiber optic and electric lines and possible setting up a "Woody Creek Gas and 
Electric company" and charging neighbors who want to use the line. It looks like for 
right now they are only going forward with the natural gas line and Kelly put a note on it 
that Che coat is estimated at $400,000. Not sure if this was included in any of Kristins 
previous estimates. There was no time frame listed for the line, but 1 wovjld assume late 
summer . 

Hope all is well 
Keeley 


I Confidential 

SEC_ED00005774 


PSI ED00005774 
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Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent; 

To: 

Cc: 

Subject: 


Keeley Hennington 
Tuesday, Augu st 14, 2001 8:20 AM 
Lara HaskinsJ|||||||||^^ 
mboudier^BlHHh^dedck^^ 
RE: Two Mile 


Lara - The 5200,000 Is for Little Woody. You should be getting an e-mail from Jana this 
morning on cash needs for Two Mile. FYI - Jana has taken over the accounting for Two Mile 
Ranee and Cottonwood from Rena so future e-mails will come from her. I believe the cash 
needs for Two Mile are $1,000,000. 

Sorry for all the requests - they all Just seem to be hitting at the same time. 

Keeley 


The preceding e-mail message {including any attachments) contains information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated recipient !sl . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Lara Haskins 
08/14/01 09:13 AM 


To: khenningtoniimmi 
cc : 

Subject: RE: Two Mile 


Keeley, 

Are you meaning Two Mile Ranch rather than Little Woody Limited? I spoke to Michelle B 
this morning and will be recommending the movement of funds but before I do I Just wanted 
to clarify this. I will also be recommending the Sport Horses money be sent, I hope you 
will get this tomorrow. 

Thanks 

Lara 


Original Message 

From: khenningtonSi|||im^m[(^|HHm 
Sent: Friday, August 10, 2001 2:39 PM 

To: Lara Haskins 

Cc: awestbrookllHB 

Subject: Two Mile 


I Confidentia! 

SEC_ED00006347 


PSI ED00006347 
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mmm^m = Redacted by the Permanent 

Subcommittee on Investigations 


From; 

Sent: 

To: 

Cc: 

Subject: 


Michelle Boucher 4 
ThurKiay. ^ptem ber 06, 2001 9:14 AM 

Lara Hask!ns<HH||HHHHHk; khenningtoiK 
FW: Projections 


Jana, we have requested $3.6M for Two Male Ranch and $1.5M for Cottonwood. I expect the 
trustees will have it to move to you Tuesday or Wednesday next week. Lara will advise you 
as soon as we are notified of the value date of the transfer. 

Also, I will need a breakdown of how the money is being spent on TMR. He need to break 
costs out by overall property development vs. individual house construction. Keeley and I 
spoke about this earlier in the year and I think 

you were going to set up sub a/cs in Total Return to track it. He need to 

touch base on this again. Let me know what you guys are doang, so we can make sure we get 

the right reporting to allocate it in our system. 


Michelle 


Original Message 

From; Michelle Boucher [ 

Sent : Monday, September 
To: evan_wy,ly0i 
Cc; Lara Haskins; davidhH 
Subject: Fw: Projections 

FYI, an update on near term cash flow needs for the Aspen properties. 

Michelle 



From: 
To: j 
Date : 


I just received a three month projection of expenditures from Fenton Construction. For 
the ranch, they are projecting S3 million over the next three months. I'm expecting 
approximately S200k per month for the ranch in other expenditures (i.e. architects, 
design, engineers, etc.) . So for the ranch, let's plan on 1.2m per month through 
November . 

For Cottonwood II, Fenton Construction plans on $l-2.'n in expenditures over the next 3 
months. Let's say SSOOk per month for Cottonwood II until November. 

If you have any questions, please feel free to email or call me. Thanks. 

Kristin 


Original Message- 
Kristi 
fredericki^ 

Monday, September 03, 
ct : Projections 


Michelle Boucher 


2001 12:13 PM 


Permanept Subcomnuttee on Investigations 

EXHIBIT #66 -FN 1110 
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■ = Redacted by the Petmanent 
Sehcnmmittee on favestlgation£ 


From; 

Serrt: 

To: 

Cc: 

Subject: 


Keeley Hennington 
Wednesday, February 1 1 , 2004 8 :58 ^ 
Margot Macli^ 
mboucher@i{r 
Rosemary’s 


Jana talked to Kristin and she thinks they will need $500,000 to close out Feb - I would 
assume they will need atleast another 500 for March - so just need to find 500 short terr 
but we also need to start looking over the next several months. Rosemary's house is 
almost complete but I think they will be starting on Lisa's real soon 


The preceding e-mail message (including any attachments} contains information that may be 
confidential, or constitute non-public Information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients Is 
not authorized and may be unlawful. 


Permanent Subcommittee OD Invcstleatioos 

EXfflBIT#66-FN1110 


ConficJential 

SEC_ED00012605 


PSLEDOOO 12605 
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■ — Redacted by the Permanent 
..Subcmmn^ee on Investigations 


> Did we ever talk to SW about selling back C5ME? — just do not remember (and 

> I know this does not get us where we need to be) I think putting S into 

> the management trust makes good sense and I think we could come up with a 

> good way to do that based on total costs - so that when Laurie and Lisa 

> come in they could contribute some 5 too. How much of what Kristin needs 

> Is for their house? - do we know that or are we just trying to get $ back 

> Into the Rosemary entities to fund this stuff. 

> 

> 3 have put in a call to Nim re: what he thinks about Cottonwood - also 
plan 

> to talk again to Pulman. We were planning to have Cottonwood Limited sell 

> their L? interest so we did not have to chance the legal owner of the 

> property, but I need to make sure this will work re: thebank and does not 

> create any tax problems. 


> The preceding e-mail message (including any attachments) contains 

> information that may be confidential, or constitute non-public 
Information. 

> It IS intended to be conveyed only to the designated recipient £s) . If you 

> are not an Intended recipient of this message, please notify the sender by 

> replying to this message and then delete it from your system. Use, 

> dissemination, distribution, or reproduction of this message by unintended 

> recipients is not authorized and may be unlawful. 


mboucher@ 


04/27/04 08:00 AM 


khennington© 


Fw: ranch money 


To 

cc 

Subject 


> we need to do something with Bubba, either sell some MIK or have them 

> contribute some % to the domestic mgmt trust as they are going to start 

> using 

> the property, do you want to try to speak with jason today? I )cnow he 

> will 

> ask about the cottonwood loan and don't think we're ready to discuss that 


I ConfKjential 
SEC_ED0001 4247 


DCT tjrviAn' 
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” Redacted by the Peimanent 

Subcommittee on Investimtmn. 


> ifrederickl 


tom wrote : 


> > I just wanted to let you know that we received $300,000 last Friday. 

> Will 

> > we be getting another transfer? Kristin still needs an additional 

> > $300,000 to pay the current pay apps. Thanks. 


> > Jana Frederick 

> > Highland Stargate, 


Ltd 


> > by Jana 


Frederick/htst on 04/27/2004 07;32 AM 


> > "Kristin 

> > 04/26/2004 04 :43 


> To 

> <jfrederick^ 


> > Subject 

> > RE: ranch money 

> > 

> > 


> > I still need $150k in each account to pay my current invoices. 

> > K 

> > 

> > Original Message -- 

j f r e d e r i c 

> > Sent: Monday, April 26, 2004 7:54 AM 

> > To: Kristin Yeary 

> > Subject: Re: ranch money 


> > We only received 300,000, so I am transferring 150K to each account 

> today. 

> > I’m sure you will need more before the end of the month, so I will 
check 

> > with Michelle to see what else is coming. How much more do you think 

> > you'll need? 


Confidential 

SEC_ED00014248 


DCT xrnhAm^o/ti 
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= Redacted by the Permanent 
Subcomm ittee on Investiffltioiu 

Sent: Wednesday, January 19, 2005 12:55:54 AM 
To: Jana Fr^erick 
Subject: RE: TDR 

ok we are going to try to source $2M 


From; Jana Frederick I 
Sent: Wednesday, January 19, 2005 9:31 AM 
To; Mchelte Boucher 
Subject: RE: TDR 


We will need cash. I ha^ about $400,000 in the accounts. I gu^s we 
need to look at cash flow for the round bam project. I think the budget 
is around $2 ~ 2.5 million. So much for being done for a while. Ihanks. 


Jana Frederick 
High land Ste^a te, Ltd. 


From: Mchelle Boucher [t 
Sent: Wednesday, January 19, 2005 8:22 AM 
To: Jana Frederick 
Cc: Afergot Macinnis 
Subject: FW: TDR 


Jana, 

could you advise whether we need to provide some cash flow or whether you have it. 
Michelle 


From; Kelly Elliott [1 
Sent: Tuesday, January 18, 2005 7:04 PM 
To: Michele Boucher; Kristin Yeary 
Cc: Oma; Jason EUiott 
Subject: TDR 


Hi Everyone. 

We are going to be purchasing two TDRs for the Round Barn project at Circle R. We will 
be purchasing one in the next week. The TDRs should be around $190,000 each, i 


Permanent Snbeomnuttee on lavestigatioas 

EXHIBIT #66 - FN 1110 


Confidential 
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wanted to give you a heads up, because we will need to close quickly in order to get 
what we are needing. If you have any questions, let me know. 

Kelly 


Confidential 

SEC__ED00052881 


PSI ED00052881 
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= Redacted by the Permanent 
Subcommittee on Investigations 



'Frarras W9l:^(flHH^H|fl||||||||||HHHHl^ 

cc: Shari I nilinil nii 1 1| n i m 1 1 
Subject: Woody Creek Ranch Limitwl 


Please re ^nd to 

’rnboucher^MH 


The protectors recommend that you make a further investment in Woody Creek 
Management Trust in the amount of $500,000 (five hundred thousand dollars). 

These funds are required to ensure that the properties have ready cash 
available to acquire additional TDR*s (up to 6, averaging S150K each) 
should they come available. It is my understanding that the property 
manager hopes to acquire these by the end of April when it is expected that 
plans for the development will be submitted for approvaL 

I believe there Is sufficient cash available in Devotion Limited to fund 
such additional investment. Please let me know if you need me to 
re-confirm wire instructions, which you should have on hand. 

If you have any questions, please call. 

Michelle 


Permanent Subcomniittee on Investigations 

EXHIBIT #66 -FN nil 
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ME»Aj 

MSG ! 

DATE 

TME 

Mxovir MO. 

DR/Cfi 

AMOUNT 

NO. 1 

2563; 

1 1 
Iml 

i 

D10251 

03/07/00 

12:51 


CREDIT 

$500,000.00 


CITIBANK /ORG^WOOBY CREEK RKCH BNiCBOWN 

BK AMERICA TX /CTR/OGB=BANK OF BERMUDA INS=BANK OP BERMUDA (ISL 

E OF MAN) LTD ATTN OLIVER WEBSTER 13 13 HILL ST., DOUGLAS IM 99 IPW ISLE OF MAN, 
BRITISH IS 

LES /AC~a^B^BPl=PW311093l20 BBK=BANK OP AMERICA IRVING TX /INF//BBK/DALLAS 


WOOD! CREEK RANCH MANAGEMENT 
TRUST 

300 CRESdENT COURT, SUITE 1000 
DALLAS, TX 75201-7852 


BankofAmerica. ^ 

P.O. Box 83000-7154, Delias, Texas 7S2B3 


WIRE TRANSFER ADVICE 

*IP ASSISTANCE ON THIS TRANSACTION IS NEEDED. PLEASE CONTACT OUT RESEARCH MPARTMENT AT 1-S00-577-S473. 


Permanent Subcommittee OP InvestleatioBS 

EXHIBIT #66 - FNllll 
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Bank of Auierica, N.A. 

p.o. Box -m 

Wichita. KS 67201 


H 

Account Keference Information 
Account Nun^r: mmgmaimmgim 
Tax ID Numten 

E 0 0 C Bnclf>su«-s 0 wi 

Statement Period ft?l2!KJ2 

(M/m/01 through (M/rsrVm 


01699 SOI SCK999 130 

TWO MILE RANCH MANAGEMENT TRUST 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 

Customer Service: 

Bank of America, NA. 

P.O. Box 798 
Wichita, KS 67201 

Toll Free 1.888.BUSIKESS(1.888.287.4637) 


= Redacted by the Permanent 
Siihcommittee on Investigation^ 


Page 1 of 2 


:□ 


Business Ecenomy Checking 


Account Summary Information 


Statement Period 04/01/01 through 04^30/01 


Number of Deposits/Credite 2 

Number of Witbdrawals/Debits 6 

Number of Deposited Items 0 

Number of Enclosures 0 

Number of Days in Cycle 30 


Statement Beginning Balance 420,677.10 

Amount of Deposits/Credits 2,020, (X)0.00 

Amount of Wmidrawia/Debits 900,012.00 

Statement Ending Balance 1,640,6^.10 

Average Ledger Balance 682,(X)5.53 

Service Charge 0.00 


Deposits and Crests 


Date 

Posted 

Amount 

Description 

Bank 

Re&rence 

04/19 


Wire TyperFed IN Dated)104i9 TimetlOS? 

Fed Ref:tal8 Seq:010419006070 

Orig:Two Mile Ranch DettTwo Mile Ranch MA 

Nagement Trust Ac-4l|lBIIH^Obis two Mile Ranch Li 

Mited INSs D36022287 Bank Sending BankiCitibank Na 


04/19 


Fundb Transfer Credit 

Fdes Ntx 0001145 NBKA6Y3 

945004191450184 


Withdrawals and Debits 


Other Debits 


Date 

Posted 

Aznount 

Description 

Bank 

Reference 

04/Cffi 

200,000.00 

Funds Transfer Debit 

Fdes Ntx 0001145 NBKAJ61 

945004051450078 

04/05 

200,000.00 

Funds Transfer Debit 

Fdes Ntx 0001145 NBKAJ61 

945004051450080 

04/19 

250.000.00 

Funds Transfer Debit 

Fdes Ntx 0001145 NBKA6Y3 

945004191450105 


p^imaueiit Subcomiiuttee on InvestigatioBS 

KXmBlT#66-FN1112 
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H 

Accotmi RefeirCTice! laftOTaatio B 

Bask of Ainerica, N.A. Accouct Nutnben^||||||l|||||l||HH 

P.O. Box TOS Tax ID Niixnber: 

Wichita, KS 67201 BO 0 C Eaclosw?^^^ 50 

Statement Period 0315ffiJ3 

04/01/01 through O^.^O/Ol 


Redacted by the Permanent 

TWO HILE RANCH HANASEMENT TRUST Subcommittee m . 


Page 2 of 2 


1 Basiness Economy Oiecking | 

Other Debits 


Withdrawals aadDelnts • Continued 



Date 

Posted 

Amount 

Description 


Bank 

Reference 

04/19 

04/19 

04/19 

250,000.00 

10.00 

2.00 

Funds Transfer Debit 

Fdes Ntr 0001145 NBKA6Y3 

Wire Transfer Fee 

Wire Transfer Fee 


945004191450107 

904004190005553 

904004190005554 



Daily Ledg^ Balances 



j Date 

Balance 

Date Balance 

Date 

Balance | 

04/01 

420,677.10 

04/05 20,677.10 

04/19 

1,540,666.10 


Menage Center 


Oet your no monthly fee Business Check Card today. It comes with your Business Checking Account 
Plus, it works like a check only 6etfer-if ts accepted at more than 29 million Visa merchants 
worldwide, even on the Bitemet Call 1.888.600.4000 to order your card todm, or visit 
www.newbusinea8oheckcQrd.cQm 

We ore changine some of the fees that apply to your account You may or may not be affected by all 
tixese changes, oepenMng on you balances and me services you use. These price changes are e^xdive 
July 1, 2002. Deposit correction duplicate notice $1 per notice, casAters checks $5 per check, Paid or 
returned insuffiaent finds, overdrafts $28 per item; 

CosA processing-bt^ing center: immediate verification of cash deposited $.20 per $100, currency 
sujjp/*ed $.12 per $100, boxed coin provided $.08 per roU, change order $2 per ord^, cAonge order 
vault $2 per order; Cask processing-^vault: Fed-ready currency deposited $.07 per $100, curreiKy 
supplied-less than stoJidard 8trap-$.12 per $100, 

rolled coin provided $.09 per roll, Return item recleared $6^0 per item, stop payments $28 per 
request, money orders $4 per order, check copies $5 per copy. Subpoenas Summonses processing: 
photocopies or microfilmkopy $.25 each; tax levies garnishments $75 each, bond coupon coiiec^n $8 
per envelope. 

Thank you for banking with Bank of America. 
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oe/08 ’01 ia;47 i-iX Oliii e24«st 

(Incorporated in the Isle of Man No: 52403) 


DiretOors: 

KO. JiaMfng 
M Goddeo'd (Irish) 


Xegbtentd Cfffi^ 

Inumational ffaus^ 
Castle m 
Vieiorki Road 
Dou^as, 

IsleofA^m. 

Tel: (01624) 630600 
Fax: (01624) 624469 


Rcfi AB/SUD/SABKIA-L.1 
6* September, 2001. 

Michele Critten<lea 
Lehman Brothers Inc. 

Texas ComnierceTower. 
Suite 2500, 

2200 Ross Avenue, 

Dallas, 

Texas 75201, 

United States of America. 

Dear Michele, 


. ,vM»c,tedbv the Permanent 
g.iarnmniittee o n 1nvestiaations__ 


To be transmitted by Fax and Post 



From cash realised from recent stock sales please eSect the following wire transfer- 


Amount: 

Bank: 

ABA No: 

Swift Address: 
Account: 

Account No: 

Swift Address: 

For fialher credit to: 
Account No: 
Reference: 


USS3,600,000 

(Three MnUon, Six Hvedied Thousand US Dollars) 
atibank N-A., 1 1 1 WaU street. New York aiy. 


0210000S9 

CmUS33 

Bank of Bermuda (Isle of Man) Limited 


BBDAIMDX 

Two Male Ranch Linrited 


Sarnia Investments Limited 


Thanking you in advance for your assistance in this matter and confirming that the original 
instruction will be forwarrled to you by Courier. 
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Bank of America, N.A. 
P.O. B..X TPS 
Wichitii. KS fi7201 


H 


Account Beference Infomation 
Account NaasbsnM 
Tax ID Numbert ” 

E 0 0 C Enclosures O 
StatftjTiRnt Periort 
0a'nV03 through la'SlVM 


StS99 sst $CH999 IS 0 

TWO MILE RANCH HANAGEMENT TRUST 
300 CRESCENT CT STE lOOO 
DALLAS TX 75201-7852 

Customer Servicet 
Bank of America, NA. 

RO. Box 798 
Wichita, KS 67201 

Tbl! Free 1.8^.BUSINESS(1.8^.287.4637) 


= Redacted by the Permanent 
SubcQtnrmttee on Investigations 


Page 1 of 2 

Bosiaess EconomylClie^iiig ~~ 


Acconnt Summary Informatioa 


Statenant Period 09/01/01 through 0£^30/01 


Number of Deposite/Credits 2 

Number of Witiidrawals/Debits 4 

Number of Deposited Items 0 

Number of Enclosures 0 

Number of Days in Cycle 30 


Statement Beginning Balance 151,043.^ 

Amount of Deposits/Credits 3,636,^.64 

Amount of Withdrawals/Debits 700,012.00 

Statement Ending Balance 3,087,^.90 

Average Ledger Balance 2,152,^9.44 

Service Charge 0.00 


Deposits and Credits 


Date 

Posted 

Amount 

Description 

Bank 

Reference 

09/11 




09/13 

Other Debits 

36,363.64 

Funds Tranefer Credit 

Fdes Ntx 0001145 NBKA6Y3 

Withdrawals and Debits 


Date 

Posted 

Amount 

Description 

Bank 

Reference 


OS^li 

10.00 

Wire Transfer Fee 


09/11 

2.00 

Wire Transfer Pee 


09/18 

350,000.00 

Funds Transfer Debit 

Fdes Ntx 0001145 NBKA6Y3 

945009131450033 

09/13 

360,00900 

Funds Transfer Debit 

Fdes Nts 0001146 NBKA6Y3 

945009131460035 


I Permanent SubcenimJrtee on InvcstigatJoBs 

_j|>anBiT^6jFN^n^ 


Confidential Treatment Requested 


BA 14452 
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Bank of America, NA. 
P.O. Box 798 
Witbita. KS 87201 


H 


Account Bafereoc e litformation 
Account Number.|^H[||||||||^|A 
Tax ID Humber; 

E 0 0 C Eaciosuxes 0 80 

Statement Period iSSt727 

06/01/01 through OffStVOl 


1 - = Redacted by the Permanent 

Subcommittee on Invest iptions — 

— ' 

TWO HILE RANCH HANASEHENT TRUST 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 

Customer Sarvice: 

Bank of America, NA. 

P.O. Box 798 
Wicbita, KS 67201 

Toll JVee 1.888.BUSINESSa.888.287.4637) 


Page 1 of 2 


Business Economy Checking 


Account Summary Information 


Statement l^od M/01/01 through O&Sfti'Ol 
Number of Deposits/Crefits 1 

Number of Withdrawals/Debita 4 

Number of Deposited Items 0 


Statement Beginning Balance 
Amount of Deposits/Credits 
Amount of Wildidrawals^ebits 
Statement Ending Balance 


Number of Enclosures 
Number of Days in Cycle 


0 Average Ledger Balance 

80 Service Charge 


140,M5.10 

1,000,0(».00 

1,000,012.00 

140,653.10 

140,662.67 

0.00 


D^Kwits and Credits 




Bank 

Posted 

Amount Description 

Reference 


06/25 1,000,000.00 Wire Type^’ed IN DateK)10625 Time;0935 904006259004046 

Fed R^^iae Seq:010625004046 

OiigiTwo Mile RanchUnu^tat DetrTwo Mile Ranch MA 
Naeement TrustflBHIIW Obi- two Mile Ranch Li 
Mited INS» D36022287 Bank Sending BankiCitibank Ka 


Withdrawals and Debits 


Other Debits 


Date 

Posted Amoont 

06/25 600,000.00 

06/25 600.000.00 


06/26 

06/25 


10.00 

2.00 


Description 


Funds Transfer Debit 
Fdes Ntx 0001146 NBKA6Y3 
Funds Transfer Debit 
Fdes Ntx 0001145 NBKA6Y3 
Wire Transfer Fee 
Wire Transfer Fee 


Bank 

Reference 

945006251460059 

945006251450061 

90«)06260004049 

904006250004060 


( Permanent Subcemmlttce on Invcsttgatioas 

_EXHIBIT#66^Wm^ 


Confidential Treatment Requested 


BA 14451! 





4733 


■MHH » Redacted by the Permanent 
^^^_^SubcoOTnittee_onJnvesti^^ 


June 25, 2001 


Kelly Roark 
Nations Bank 

901 Main Street, 19th Floor 
Dallas, Texas 75202 


Dear Kelly: 

Please transfer the foEowing: From: Two MUe Ranch Management Trust, Account# 
$500,000.00 into each of the foUowing accounts: 



Refit 


Two Mile Ranch I, UX 
Two Mile Ranch 11, LLC 


010685 

010686 


If you have any questions or need additional infonnation, please contact me. 
Yours truly. 


Rena Alexander 


Keeley Ilennington 


permanent Sabcommi ttee on Investigations 

FXHTBIT#66-FN1114 


Confidential 

SEC_ED00022592 


PSI_ED00022592 
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BankofAmerica 

Bank of America, N.A. -^5^^ 

P.O. Box 25118 ^ 

Tampa, FL 33622^118 

Toll Free 1BS8.BX;SINESS(1.888.287.4637) 


m 


Page 1 of 2 
Account Number* 

BO 0 C Enclosures 0 
Statement Period 

06/01/02 through 06/30/02 0307105 


91999 091 SCM999 ^mhmi = Redacted by the Permanent 

TWO MILE RANCH MANAGEMENT TRUST Subcommittee on Investioatinm 

300 CRESCENT CT STE 1000 ^ 

DALLAS TX 75201-7852 








Account Summary Information 


Statement Period 06/01/02 through 06/30/02 


N umb er of DaposiWCredits 1 

Number of Withdrawals/Debits 2 

Number of Deposited Items 0 

Number of Enclosiires 0 

Number of Days in Cycle 30 


Statement Beginning Balance 4,007,402.60 

Amount of Deposits/Credits 40,404.04 

Amount of Withdrawals/Debits 4,000,000.00 

Statenwnt Ending Balance • 47,806.64 

Average Ledger Balance 443,766.23 

Service Charge 0.00 


Deposits and Credits 






06/04 

40,404.04 

Funds Transfer Credit 

Fdes Ntx 0001145 Nbkaj61 


945006041450069 



Withdrawals and Debits 



Other Debits 




m 





06/04 

06/04 

2,000,000.00 

2,000,000.00 

Funds Transfer Debit 

Fdes Ntoc 0001145 Nbkaj61 

Funds Transfer Debit 

Fdes Ntx 0001145 Nbkfe76 


945006041450056 

9450060414S0062 



Daily Le^er Balances 



06/01 

4,007,402,60 

06/04 47,806.64 


— 


Permanent Subcommittee on iBvestieations 

EXmBlT#66-FN 1115 




BA PSX 


Confidential Treatment Requested 


:-W 01689 
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BankofAmerica 

Bank of America, N.A. -^5^^ 

P.O. Box 25118 ^ 

Tampa, FL 33622^118 

Toll Free 1BS8.BX;SINESS(1.888.287.4637) 


m 


Page 1 of 2 
Account Number* 

BO 0 C Enclosures 0 
Statement Period 

06/01/02 through 06/30/02 0307105 


91999 091 SCM999 ^mhmi = Redacted by the Permanent 

TWO MILE RANCH MANAGEMENT TRUST Subcommittee on Investioatinm 

300 CRESCENT CT STE 1000 ^ 

DALLAS TX 75201-7852 








Account Summary Information 


Statement Period 06/01/02 through 06/30/02 


N umb er of DaposiWCredits 1 

Number of Withdrawals/Debits 2 

Number of Deposited Items 0 

Number of Enclosiires 0 

Number of Days in Cycle 30 


Statement Beginning Balance 4,007,402.60 

Amount of Deposits/Credits 40,404.04 

Amount of Withdrawals/Debits 4,000,000.00 

Statenwnt Ending Balance • 47,806.64 

Average Ledger Balance 443,766.23 

Service Charge 0.00 


Deposits and Credits 






06/04 

40,404.04 

Funds Transfer Credit 

Fdes Ntx 0001145 Nbkaj61 


945006041450069 



Withdrawals and Debits 



Other Debits 




m 





06/04 

06/04 

2,000,000.00 

2,000,000.00 

Funds Transfer Debit 

Fdes Ntoc 0001145 Nbkaj61 

Funds Transfer Debit 

Fdes Ntx 0001145 Nbkfe76 


945006041450056 

9450060414S0062 



Daily Le^er Balances 



06/01 

4,007,402,60 

06/04 47,806.64 


— 


Permanent Subcommittee on iBvestieations 

EXmBlT#66-FN 1115 




BA PSX 


Confidential Treatment Requested 


:-W 01689 
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BankofAmerica^^^ 

Bsmk of America, N-A. 

P.O. Box 25118 ^ 

Tampa. FL 33622-5118 

Toll Free 1^.BUSINESS(1,888^87.«3T0 
www.bankofamerica.com 


Page 1 of 2 

Account NtusberJBHBIHHV 
E 0 0 C Enclosures 0 50 

Statement Period 

10/01/02 through 10/31/02 0S2495.3 


II, „i, I, I, ..I, III iii,„ii,.i,.i,in.i,i.i.i,n.„i..i.i 

OIBOO «#i SCM999 

TWO MILE RANCH MANAGEMENT TRUST 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 


, = Redacted by the Permanent 

chrommittee Tnvestigations_ 


Our free Online Banking swvica allows you to-check.ACceunt balances, 
• transfer funds, pay bUla aud more. Enroll at wwwiankofamerica^om. 


Accoimt Srunmary Information 


Statement Period 10/01/02 through 10/31/02 

Number of Deposita/Gredits 2 

Number of Withdrawala/Debits _ 1 

Number of Deposited Items 0 

NunAer of Enclosure 0 

Number of Days in Cycle 31 


Statement Beginning Balance 47,806.64 

Amount of Deposits/Credits . 2,525,252.52 

Amount of With^awaJs/Debits 10.00 

Statement Ending Balance 2,573,049.16 

Average Ledger Balance 857,513.41 

Service Charge 0-^0 


Deposits and Credits 


Wire TyperWire IN Date: 102202 'Kme:1040 Ct 
Trn:021022018000 FdrefySeq:S0722950259901/002185 
Orig:Yurta Faf Limited Snd BkiCitibank Na ID:02100 
0089 Pmt Det;000678005281 Ref Two Mile Ranch Limit 
Ed * Bardc Of America Dallas 
Funds Transfer Credit 
Fdes Ntx 0001145 Nbka6Y3 

Withdrawals and D^its 


903710220018000 


946010281450046 


10.00 Wire Transfer Fee 


903710220041530 


Permanent Subcomndj *** «" lovcstigatioDS 

FXHIBIT #66 - FN 1116 


Confidential Treatment He<pie9ted 


BA PSI'H 01690 
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BankofAmerica ^ 


Bank of Ainsriea, N.A- 
P-0. Box 25118 
Tampa. FL 33622-5118 


Toil Free imsusimssii.m.w.mr) 

www.bankofamericacoin 


.H 

Page MiHHIIliHB 

Account Numbar^^^^HHIV 
E 0 DC Enciosum Q 50 

Statement Period 

11/01/02 through 11/30/02 031S4Q6 


82099 901 SGH999 1 2 

TWO MILE RANCH MANAGEMENT TRUST 
300 CRESCENT CT STE 1000 . 

DALLAS TX 75201-7852 



Our &ee Online Banking service allows you to account balances, 
transfer funds, pay bilk and more. Enroll at wwwjyankafamericaxoin. 



Account Summary Information 


Statement Perioa 11JQ1I02 through 11/30/02 

Number of Deposits/Credits 0 

Number of Withdra-wals/Debits 2 

Number of Deposited Items 0 


Statement Beginning Balance 
Amount of Deposits/Credits 
Amount of Withdrawals/Debits 
Statement Ending Balance 


Number of Enclosures 
Number of Days in- Cycle 


0 Average Ledger Balance 

30 Service Charge 


Withdrawals and Debits 


2,573,049.16 

0.00 

2,500,000.00 

73,049.16 

489,715.82 

0.00 


other Debits 



Fdes Nte 0001145 Nbka6Y3 • . 

11/06 1,250,000.00 Funds Transfer Debit 946011061460104 

Fdes Ntoc 0001145 Nbka6Y3 


Daily Ledger Balances 



11/01 2,573,049.16 11/06 73,049.16 


Message Center 

Introducing the new America West FlighiFund Visa Business Card from. Bank of America f>r small 
businesses. Turn your everyday business expenses into award travel. This new card gwes you 
expense management tools, convenience ana exciting award travel. Earn 5,000 tonus iFligmFund 
miles after your first purchase. Call 1.800.360.5080 today to apply. 


. Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 1116 

Confidential Treatment Requested 


© 


BX PSI-W 


01690- 
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BankofAmerica ^ 


Bank of America, 
P.O. Box 25118 
Tampa, FL 331322-8118 


IBOO.432.1000 

Avww.bankafanierica.com 


HI 


Page 1 of 2 

Account Numbeii^Hjimif 
S3 P OC Enclosures 0 50 

Statement Period 

12/01/03 through 12/31/03 034.M13 


}i.Hl.!.i.u!.!]t 

92099 on 5CM999 II 

TWO MILE RANCH MANAGEMENT TRUST 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 , 


■- = Redacted by the Permanent 
Subcorrmiittee on Investigations^ 


Our free Online Banking service alloiiws you to cheek account balances, 
transfer funds, pay bills and more. at wAVW.banlcofamerica.coin. 




Account Summary Information 


Statement Period 12/01/03 through 12/31/03 


Number of Deposits/Credits 8 

Number of Withdrawals/Debits 10 

Number of Deposited Itema 0 

Number of Enclosures 0 

Number of Days in Cycle 31 


Statement Beginning; Balance 13,070.13 

Amount of Depoaits/Credits 3,430,303.01 

Amount of Withdrawals/Debits 2,500,040.00 

Statement Ending Balance 943,333.14 

Average Ledger Balance 468,508.56 

Senrice Charge 0.00 


Deposits and Credits 


12/03 

500,000.00 

12/08 

5,060.50 

12/09 

6,050.50 

12/19 

500,000.00 

12/22 

1,500,000.00 

12/23 

16,151.51 

12/23 

5,060.50 


Wire TVpe:Wire IN Date: 120303 'nme:1046 Ct 
Tm;031203019535 FdreffS€q-.S073337lC85001/002021 
Orig:Twa Mile Ranch Limited Snd Bk:Citibank Na ID: 
021000089 Pmt Det:002296001673 Rosemary'S Circle R 
Ranch Ltd 

Funds Transfer Credit 

Fdea Ntx 0001145 Nbka6Y3 

Funds Transfer Credit 

Fdes Ntx 0001145 Nbka6Y3 

Wire 'IVpe:Wire IN Date: 121903 Time:1008 Ct 

Trn:0312L9O22058 PdrefyS6q:S0733531A9B901/002844 

Orig/Two Mile Ranch Limited Snd Bk:Citibank Na ID: 

021000089 Pmt Det:002296001818 Rosemary'S Circle R 

Ranch Ltd 

Wire Typ9;Wire IN Date: 122203 Time:1048 Ct 

Trn:031222024861 Fdref7Seq:S0733561132001/003244 

Ong:Pops Lie Snd Bk:Citibank Na ID:021000089 

Pmt Det;002296001831 Pops 

Funds Transfer Credit 

Pdes Ntx 0001145 Nbka6Y3 

Funds Transfer Credit 

Fdes Ntx 0001145 Nbka6Y3 


903712030019535 

945012081450091 

946012091450071 

903712190022058 

903712220024861 ‘ 

945012231450037 

945012231450035 


Permanent Subcommittee on Investigations I 


EXHIBIT #66 - FN 1117 


Confidential Treatment Requested 


01692 
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= Redacted by the Permanent 
Subcommittee on Investigations 



TWO'MILE SANCH MANAGEMENT TRUST 


Page 2 of 2 

Account Niimber^L_^ 

B0 P OC Enciosur^nr 
Statement Period 

12/01/03 through 12/31/03 0345414 


Ir-v-iS 


. ■Busine&sJEc6fi6^;Clj^lflng,V',t;;:>S<''-’ ' 


Deoosits and Credits - Continued 

[■'Date'.-, 
{■.'Posted - , ' 

.AmotmtM' 

^ \ J X ' , i. ' t 

Des.ta'ip^on. >£ t. '' ti >■ 

Bank ' * 

'Eeference.^ . >i_- 

12y'24 

Othei’ Debits 

900.000.00 

Wire Type:Wire IN Date: 122403 'nme:1334 Ct 

Trn;031224061307 Fd^e^^q:470020035aFt/004301 

6rig:Bubba Uc ID:P8€017l'591 Snd BkJpmorgaTj Chase 

Baii ID:021000021 Pmt Det:Swf Of 03/12/24 Rosemar 

Y'S Circle R Management IVust 

Withdrawals %nd Ddbits 

903712240051307 

■'bate-'v 

Posted • v."'*' 


Des<Siption''.'‘"r'L\;'.i 1.: ■ i ' 


12/03 

12/09 

12/09 

12/19 

12/22 

12/23 

12/23 

12/23 

12/23 

12/24 

10.00 

250.000. 00 . 

250.000. 00 

10.00 

10.00 

750.000. 00 

750.000. 00 

260.000. 00 

250,000.00 

10.00 

Wire Transfer Pee 

Funds Transfer Debit 

Fdea Nta 0001145 Nbka6Y3 

Funds 'fransfer Debit 

Fdes Ntx 0001145 Nbka6Y3 

Wire Transfer Fee 

Wire Transfer Fee 

Funds Transfer Debit 

Fdes Ntx 0001145 Nbka6Y3 

Funds Transfer Debit 

Fdes Ntx 0001146 Nbka6Y3 

Funds TVansfer Debit 

Fdes Ntx 0001145 Nbka6Y3 

Funds Transfer Debit 

Fdes Ntx 0001145 Nbka6Y3 

Wire Transfer Fee 

903712030043502 

9450120914^)001 

945012091450003 

903712190054479 

903712220053991 

946012231450030 

945012231450032 

945012231450026 

945012231450028 

903712240043866 



Daily Ledger Balances 






12/01 

12/03 

12/08 

13,070a3 

513,060.13 

518,110.63 

12/09 23,161.13 12/23 

12/19 523,151.13 12/24 

12/22 2,023,141.13 

43,343.14 

943,333.14 

Messaee Center 

Happy New Year! We tvculd like to thank you for ^our business in 2003 and we look forward to 
serving you in 2004. The beginning of a new year ts a good time to contact your B<mk of •Afie^co 
repi-esenfafive to make sure that you are getting the most out of your banking relationship. We look 
forward, to hearing from you and wish you a prosperous year. 



.rmaneat Subcommittee onl avestigatiops 

fvHTBIT #66 - FN 1117 


Confidential Treatment Requested 


BA. PSI-W 016925 
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Bankof America 


Bank of America. N.A. 
P.O. Box 25118 
Tampa, FL 3^22^118 




1.80O.432JQOO 

wvw.bankofatnerica.com 


Page I of 1 flBilli 
Account Nunibac:^|HB 
EO P OC Enclosures 0 
Statement Period 
01/01/04 through 01/31/04 


02099 001 5CH999 1123 0 
TWO MILE RANCH MANAGEMENT TRUST 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 


• -Redacted by the Pennan“ 


Our free Online Banking secvice allows you to check account balances, 
transfer Hinds, pay bills and more. Bnroll at www-b8nkofatnerfcB.com. 



Account Summary Information 


Statement Period 01/01/04 through 01/31/04 

Number of Depoaits/Credits ' 1 

Nurriier of Withdrawals/Debits 2 

Nuniier of Deposited Items 0 

Statement Beginning Balance 
Amount of Deposits/Credits 

Amount of Withdrawals/Debits 
Statement Ending Balance 

943,333.14 

9,090.90 

850,000.00 

102,424;04 

Nundaer of Enclosures 

Number of Days in Cycle 

0 

■31 

Average Ledger Balance 

Service Charge 

786,441.63 

0.00 


Deposits and Credits 






^-1 

01/06 9,090.90 Funds Transfer Credit 

Fdes Ntx 0001145 Nbka6Y3 

Withdrawals and Debits 

Other Debits 


945001061460034 






01/26 

01/26 

425,000.00 Funds TVanafer Debit 

Fdes Ntx 0001145 Nbka6Y3 

425,000.00 Fluids Transfer Debit 

Fdes Ntx 0001145 Nbka6Y3 

Daily Le^er Balances 

945001261460024 

945001261460026 


01/01 

943,333.14 01/06 952,424.04 

01/26 102,424.04 


1 PfrmancBt Sabcommittee oa lovestieatioos 

HKydadl^w 


1 EXfflBIT#66-FN1117 



Confidential Treatment Requested 
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Permanent Subcommitteg on Investigations 


EXHIBIT #66 -FN 1119 




4742 



'J'rftatmant Reauested 


BA 1437- 



4743 


Full Name: 
Last Name: 
First Name: 

Home Address: 


Business: 
Business Fax: 

Categories: 


= Redacted by the Permanent 
SuVninmittee on Investigation^. 


Jennifer & James Uncoin 
LifKoln 

Jennifer & J^es 


LL R anch 

Littie Woody Creek Rd. 
81656 Woody Creek CO 
Pitkin 



CW Family 


I Confidential 

SEC_ED00000053 


PSI ED00000053 




4744 


» wo Mf<S 


w 

•o 

[VN 


r.co<'TO 

®p- -ilZ-SV 


WABBAOTY DEt SD 


/I37 W/hoc/y 

j^eiizC 


Alan Fidffilstdfi ("Sdkr”), wbose address is _ 


Signed Ous /zf ^y of September X996. 


Alan Hnlffiistein 


(c u 

M »C 

r -s 


fcr fi» of Tea IX^kcs (SlO.OO) and othff grod sid vaiiwble consideration, in hand 

p^, hereby sells and conv^ to little Woody, Ltd. , a Texas limited ^urtneiship, whose address 
is ffiffiON. Cental Pkwy., Dallas, TX 57206-8620, the following real proper^ in fee County of 
^tldn. State of Coloruio: 

Lot 2, SACHS WOODY OREBK EXEMPTION PLAT, according to the Plat 
thereof recorded September 6, 1983 in Plat Book IS at Page 70 as Reception No- 
255506. 

also known by street and number as: 1137 Littie Woody Ctedc Ro^, Woody Creek, CO 8X656, 
vn&k aU its appurtenances, and waxxants the title to fee same, stfejerU to and mccqtt ter: 

1. General taxes for 1996 and thereafter payable in 1997 and tiierea^. 

2. All mat^s dttcribed on Exhfeit A attached hereto and iacotporated h^t^n by this 
refeieaicto. 

AIX REFERENCES BEING TO THE REAL PROPERTY RECORDS OF PHION COUNTY, 
COLORADO. 


*< Q 
C A) 


n? 

SS 




COUNTY OFr^ 

t-/ 

The forgoing instrument was acknowledged before me of Sq)teinber 1996, 

by Alan Finkelstein. 



FEB 19 ’99 09:34 

Confidential Treatment Requested 


Ptrmaaent Sabcommittcc op iavcsttgatiofls 


EXHIBIT #66 -FN 1120 


•W! TOTPL PflCS.05 ! 
PRIUflTE BANK PflGE.^ 





4745 


= Redacted by the Pennanent 
_SubcOTmiitteeoiUnvMt^ations 


PROPERTY IDENTIFICAIION 


Legal Description: 

The subject property is located at 1137 Little Woody Creek Road, atid is legahy described 
as: 


Sachs Woo^ Credc Exemption SubtUvision 
Lot2 

Pitkin County, Colorado 

The subject property is also known as Speer Woody Creek Subdmtion Lot 2 and part of 
Loti. 


Sales Histoiy and Present Owner of Record; 


The subject property, accorthng to the Phkin County Assessor’s Office, is in the 
ownership Little Woody, Ltd., a Texas limited partnership, The property was purchased 
by that entity from Fmkelstein in September, 1996 for $2,425,000. Since that time the 
home has be«i completely remodeled and expanded. To our knowledge, there have been 
no other arms-length transactions involving the subject property over the past 5 ye^. It 
is not currently arable for sale. 


Real Estate Tax Information: 

State Tax Identification No : 


Assessor’s Schedule No .: 
Tax District : 

Mill Lew : 

Assessor’s “Actual Value” : 


07-11034 

l-CF’ 

$22,338 per $1000 of assessed value (1999) 
$4,568,300 



Followng total remodeling and addition to the subject property, it was reassessed for the 
1999 tax year at over 100% higher than its prior valuation. Naturally, the taxes increased 
substanti^y. However, we think the property is still undervalued by the Assessor’s 


The 
Aspen 
Appraisal 
Group, Ltd 

Permaneat Subcommittee on Investigations I 

EXHIBIT #66 -FN 1120 I 
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jCHAS. J. WYLY Hi TRUST 
ICHAS. J. WYLY i{| 
SO-Nov-Se 


individual 

Book 


Combinod 
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CONFIDENTIAL 

SECI00034087 

PS100045954 



FACSMELE COVER PAGE 


TO: 

Ronnie Buchanan 

From: 

Michelle Boucher 



Fax: 

809-949-2519 

FAX: 

01144-1624-822-952 

Teh 

809-949-0658 

DATE: 

August 23nl, 1996 




We vte trensmittit^ 3^ Please contset the uedendg&ed If tb«te is & {»oUem 

vvi& ^ transnusslou. 


Dear Ronnie, 

Please gee attached reeomm^Mlatioii ftom the j^tetectoretes comxmttee (wluch you may 
^uive alreedx ree<4ved from them dlroctiy). 

KindJy ensure thateopies of the loan aereement, Second Deed of Trust and invoices tot 
any legal costs associated with the loan and deed ate ssni to me. 

Kindly also ensure that 1 roomve copies of instruedens to Lehman Brothers to liqwdate 
treasunes to make the Joan, and 1 em advi^ of frte of any cash movemonts. 

When the Joan principle Is traztsferred out, Idpdly provide roe with details of the 
applicable US Fed rate that has been attadied to the loan, and a copy of your source for it. 

I vdill provide you widi wiring iastnaoUons for little Woody Ltd (a Teotas Pannerslup) 
shortly. 


Thanhs and kind regards. 



Permaoent Subcommittee on Investigations 

EXHIBIT #66 -FN 1120 
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t-KU'l : £8033943-2519 PHPNE ND. : ^ 9 . 28 1996 10:i2flM PI 


FACSIMILE COVER FACE 


TO: 

Ronnie Buchanan 

From: 

MiohellB Boucher 



Fax; 

809-949-2519 

FAX; 

011-44-1624-822-952 

Tel: 

809-949-0658 

DATE: 

August 28fh, 1996 




WearetiattsmitUog 1 pagc(8). PlcaseconUctlheunciemgnedifthCTeiiapfoWwn 

^fii the trahsmlssiofi. 


Dear Ronnie, 

Further to our c<jnvmwioa, I ocnfirm the ^eUovang: 

The tiiortgage 'wili bo for $1.6 MltHon, die second mortgage will be for SX.SMlflion. 

The appraised value of the property is $2.3MiUlon. The excess cash gotc^ted by 

the tnortgages will be used to make renovations to die property. 

Slum mdicaled that given yom \)dIBngQess to proceed vrith the tnnaacUoo, they tviU 
continue with the acquisition and provide you with the necessary docunicnts as it 
progresses. It 1$ likety that the iirrt mortgage will be set up and the second one will 
follow portly thereat. 

If you have any furdicr questions, let me know. 


Thanks and Idnd regards. 



P..rmaneot Suheommitte g on Investigations 

ff XHlBIT #66 - FN 1120 
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Tcrram34^-i-oi 111111111111111111111 

452225 03/58/2201 l; 
a of te R SO. 00 D 0.1 

Y0UWlLL,THEREFORE,BEREQUmEDT0MAKEPAYMENTOUT0F0THERASSETSTHATY0UMAY 
Ow, O r You WILL HAVEloFiNDALENiffiR, WHICH Maybe The Lender YouHAVETffls Loan 

With, Willing To Lend You The Money. If You Refinance This Loan At Maturtty, You 
May Have To Pay Some Or All of The Closing Costs Normally Associated With A New 
Loan even If You Obtain Refinancing From The Same lender. 

This Written Loan Agreement, Togeticer with the Loan Documenis As Amended 
Hereby, Represent The Final Agreement Between The Parties And May Not Be 
Contradicted By Evidence Op Prior, Contemporaotous, Or Subsequent Oral 
Agreements Of The Parties, there are No Unwritten Oral Agreements Between 
The PARTIES. 

EXECUTED this X day of March, 200 1 , to be effective March 5, 200 1 . 

Borrower : 

Little Woody, IXC 

(a Colwado limited liability company) 

' ■ 

Charles J. Wyly, Jr., Manager 


iiililllNIliUlllllillll 

.■04fl ftSSUWP A DfiVIS sim 
30 M 0.00 PITKIN COUNTY CO 


Little Woody, Ltd. 

(a Texas limi^ partnership) 

B y 

Charles J. Wyly, Jr., Trustee of The Charles J. 
Wyly, Jr. Revocable Trust created by instrument 
dated June 12, 1987, /tj General Partner 


Permanent Sabcoiiunittee oa InvestbattoBs 

EXHIBIT #66 -FN 1120 


Little Woody, LL.C. 
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November 10, 1998 


■■ ~ Redacted by the Permanent 

Subcommittee nn 


Toni Hill 
NationsBank 

901 Main Street, 19lh Floor 
Dallas, Texas 75202 

Dear Toni: 

Please complete the following transfers today: 


Transfer From 


Amount 


Transfer To 


Charles J. WvjvJ^^ 
No. 



27,500.00 


Little Woody, Ltd. 
Acct. No.fliB 


61,875.00 


Little Woody, Ltd. 
Aoot. NoJ""^ 



61,875-00 

61,875.00 

61,875.00 



Little Woody, Ltd. 
Acct. No. 


Little Woody, Ltd, 
Acct. No 



Little Wo ody, Lt d. 
Acct. N 


If you have any questions or need additional information, please contact me. 


Very truly yours, 

C^7T7.i h 

Amy Browning 



300 CRESCENT COURT, SUITE 1 000 • DALLAS. TEXAS 75201 -7852 


sinu in 


Permanent Subcommittee on Investigations 
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September 1, 1998 

_ .B,ri,irtedbYthePentiaBeiit 
Suhcomniittee on InvestisatioES_ 

NationsBanK 

901 Main Street, 19th Floor 
Dallas, Texas 75202 

Dear Toni: 

Please complete the following transfers today; 


Transfer From 


Amount 


Transfer To 


Charles J. Wyly, Jr. 54,000.00 Little Woo dy, Ltd. 

Acct. Nd'HiillV 

Trust 101,250.00 Little Woody, L^ 

Aa;t. No.| 

101,250.00 Little Woo dy, Lid. 
Acct. No. 




Acct. No. 


101 ,250.00 Little Woo dy, Ltd 

Acct. No, 

101,250.00 Little Woody, Ltd, 

Acct, No,( 


If you have any questions or need additional information, please contacl ms. 
Very truly yours, 

'yf -yc 4 .^ 

Amy Browning 



300 CRESCENT COURT, S.UITE 1000 • DALLAS, TEXAS 75201-7852 
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®Q01 


July 30. 1998 

Toni Hi!i 
NationsBank 

901 Main Street, 19th Floor 
Dallas. Texas 75202 

Dear Toni; 

Please complete the following transfers today: 


“Redacted by the Pem®®* 

111 


ZC?I'Sf®£.f ™!!1_ 

Charles J. Wyly, Jr. 
Acct. No. < 


Amount 

25,000.00 



Trust 56,250.00 


56,250.00 

56,250.00 

56,250.00 


Trust 


l!?D?l?Cl5. 

Little Woody, Ltd. 
Acrd. No. 


Little Woody, Ltd 
Acct. No. 


Little Woody, Ltd. 
Acct. No, 


Acct. No, 


Little Woody, Ltd, 
Acct. No. 


Little Woody, Ltd, 
Acct. No, 



if you have any questions or need additional information, please contact me. 

Very truly yours, 

/ ^ 

Amy Browning 


300 CRESCENT COURT. SUITE 1000 • DALLAS, TEXAS 75201*7652 


JU. 30 19SS 12:45 


p^rmangnt SubcomintHee on InvestlgatiODS I 3B0 
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\.UUAi iUUU 


• Mli'JJ’O OAINR 


IgJUU^ 


July 30, 1998 


Toni Hill 
NationsBank 

901 Main Street, 19th Floor 
Dallas, Texas 75202 


— --Redacted by the Permanent " 
j“l>™niniiltee<in hveM,>aKnn, 


Dear Toni: 

Please complete the following wire transfer today: 


AMOUNT: 
WIRE FROM: 

WIRE TO: 


$205,262.39 


J 


Little Woody Ltd. 

Acet. No. ( 

Alpine BanJ< & Trust ^ 
ABA 1021034071/ 
Struptual Associates Co. /C 
Acet. No. 


If you have any questions or need additional information, please contact me. Thank you. 


Very truly yours, 




Amy Browning 


Aotborhed ^gnoT? ye/ 

"a 

Upfront taken by: ^ ^ 

C-? iay: 




Appro^ 

A;^KnTab 


300 CRESCENT COURT, SUITE 1000 • DALLAS, TEXAS 75201-7852 
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AA an 830 4062 


300 CRESCENT COURT 1000 NATIONS B.\NK ®002 


June 17, 1998 

Toni Hii! 

NationsBank 

901 Main Street, 19th Floor 
Dallas, Texas 75202 

Dear Toni: 

Please complete the following transfers today: 


• = Redacted by the Permanent 
Subcoimiittee on Investigations^ 


Transfer From 


Amount 


Transfer To 


Charles J. Wyly, Jr. 
Acct. No. 1 



Acct. No, 1( 


30,000.00 Little Woo dy, Ltd. 

Acct. No. t 

'Trust 67,500.00 Little Woo dy, Ltd. 

Acct. No.j 

67.600.00 Little Woody^Ltd. 
Acct. No. 

67.500.00 Little Woody, m 
Acct. No. I 


67,500.00 Little Woody, Ltd. 
Acct. No. 


It you have any questions or need additional infomiation, please contact me. 
Very truly yours, 


Amy Browning 



300 CHESCENT COURT, SUrrE 1000 • DALLAS. TEXAS 75201-7853 


Permanent ^ubcemmittce on la vestigations 
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May 5, 1998 


Toni Hill 
NationsBank 

901 Main Street, 19th Floor 
Dallas, Texas 75202 

Dear Toni: 

Please complete the following transfers today: 


= Redacted by the Permanent 
Subcommittee on Investigations 


Transfer From 


Amount 


Transfer To 





S'-S' 


yL/l ' Aoct. No. 


3 ■■ ^ Aoct. No. ) 


30,000.00 Little WoodVjUd 
Aoct. No. iliflll 


Tmdt 67,500,00 Little Woody, Ltd. 

Acct. No. i 


67,500.00 Little Woo dy, Ltd. 

Acct. No. 

67,500.00 Little Woo dy, Ltd. 

Acct. No. 

67,500.00 Little Woody, Ltd. 

' c't Acct. No.i^ 



If you have any questions or need additional information, please contact me. 
truly yours. 


Amy Browning 



300 CRESCENT COURT. SUITE 1000 » DAUAS, TEXAS 75201-7S52 


HflY 05 -98 12:26 


Permanent Suhcommittee on Invcstigatwns I 10 4062 
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April 28, 1998 


Toni Hill 
NationsBank 

901 Main Street, 19th Floor 
Dallas, Texas 75202 

Dear Toni: 

Please com(aete the following transfers today: 


= Redacted by the Permanent 
Subcommittee on Investigations 


Transfer From 


Amount 


Transfer To 


, Charles 

Acct. No.f““^^“' 



35,000.00 Little Woo dy. Ltd. 
Acct. No, 

Trust 78,750.00 Little Woody, Ltd. 

Acct. Noi 


78.750.00 Little Wo ody, Ltd, 

Acct, No.: 

78.750.00 Little Wo ody, Ltd, 

Acct, No 

78.750.00 Little Woo dy, Ltd, 

Acct. No, 



If you have any questions or need additional information, please contact me. 
Very tally yours, 

Amy Browning 


300 CRESCENT COURT, SUITE 1000 • DALLAS, TEXAS 75201-7852 


APR 26 '98 14! 25 


Permanent Subcommittee on InvestleatioDS 
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March 24. 1998 

I ■ “ ’'■’‘‘““Ki by the Pemianem 

Toni Hill Subcommittee on 

NationsBank 

901 Main Street, 19th Floor 
Dallas. Texas 75202 

Dear Toni: 

Please complete the following transfers today: 


Transfer From 
Charles J. Wyly, Jr. 



Amount 

20 , 000.00 

45,000.00 

45.000. 00 

45.000. 00 

45.000. 00 


Transfer To 



Little Woody, Ltd. 
Acct. No 

Little Woody, Ltd. 
Acct. Ni 

Little Woo dy, Ltd. 
Acct. No: 

Little Woo dy, Ltd 
Acct. No.1 

Little Woody, Ltd. 
Acct. Nol 


If you have any questions or need additional information, please contact me. 


Very truly yours, 

Amy Browning 


300 CRESCENT COURT, SUfTE 1000 • DALLAS, TEXAS 75201-7852 


MRR 24 ‘98 09:56 
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duu cuuKl' lUUU NATIONS BANK ®0Ql 


February 23. 1998 

I *—— «-» = Redacted by the Pemianent 
Investigations 

NationsBank 

901 Main Street, 19Un Floor 
Oalas, Texas 75202 

Dear Toni: 

Please complete the following transfers today: 


Transfer From 



Amount 

20 , 000.00 

45,000.00 

45,000.00 

45.000. 00 

45.000. 00 


Transfer To 


Little Woo^Ltd. 
Acd. No. 


Little Wo ody. L td. 
Acd. No. 


Little Wood y, Ltd. 
Acct. No 


Little Woody, Ltd. 
Acct. No. 


Little Wood y, Ltd. 
Acct. No, 



If you have any questions or need additional information, please contact me. 
Very truly yours, 


,'0 ^ 


Amy Browning 


300 CRESCENT COURT, SUITE 1000 • DALLAS, TEXAS 75201-7852 


FEB 23 ’98 08:56 
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For the Nirw Months Ending Se^A 


ASSETS 
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Bank of America 


Bank of Ameiica, N.A. 
P.O. Box 798 
WichHa. KS 87201 


Account 

Accotmt Number: 

Tax ID Number: )|HP| 
E 0 0 C Enclosuree 7 
Statement Period 
01/01/01 through 01/31/01 


50 


ft0tn09A 2 AV 0.48S 22 01899 001 SCM999 I S 

LITTLE WOODY LTD 

SOO CRESCENT CT STE 1000 

DALLAS TX 75201-7852 


■ Redacted by the Permanent 
_SubcTOm]gge on Investigations 


Ciutometr S«rnee: 

Bank of America, NA- 
P.O. Box 798 

Wichita, KS 67201 _ 

Toll Free 1.8883USINESS(X.888^87.4637) 




Statement Period 01/01/01 through 01/31/01 

Numbts* of Deporifan/Credita 5 

Number of Withdrawali/DAita 9 


iber of Enclosure* 

K &er of Da^ in Cycle 


Aecount Summary InfonnaatioB 

1 01/31/01 Statement Beginning Balwce 

5 i^ount of Depoaita/Credits 


Amuuub WA wwwn— 

Amount of WithdrawaJa/Debit* 
Statement Ending Balance 

Average Ledger Balance 
Service Charge 


Depoaita oiMi Credit* 


Funds Transfer Credit 
Fdes Ktx 0001145 NBKOVWd 
Funds Ttansfear Credit 
Fdes Ntr 0001145 NBKOVW8 
Funds TVanafier Credit 
Fdes Ntx 0001145 NBKOVW8 
Funds IVansfer Credit 
Fdes Ntx 0001145 NBK0VW8 
Funds Transfer Credit 
Fdes Ntx 0001145 NBKOVW8 




Withdrawals and Debits 




945001091450018 

946001091450020 

946001091450022 

945001091450024 

94SOQ1091450016 




1494 

29,393.94 

01/19 

1496 * 

96.94 

01/24 

1497 

129.00 

01/24 

1498 

1,424.08 

01/24 


289.32 01/24 813009130013910 

252.00 01/30 813009230363354 

39,390.00 01/30 813009030715751 
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January 9, 2001 


Marta Engram 
Bank of America 
901 Main Street, 19*^ Floor 
Dallas. Texas 75202 


mmmmmm Redacted by the PerniMefiE 


Dear Marta: 

Please wire funds as follows; 


From: Account Name: 

Charles J. Wv iv. Jr. CP ' 
Jrust 
)► Trust 
^ Trust 
Trust 



To: Little Woody, Ltd. 



Amount: 

10,000.00 

22,500.00 

22,500.00 

22,500.00 

22,500.00 


Reference: 



Please call me 


at 214/1 


|f you have 


any questions. 


Sincerely, 



Keelcy Hennington 



300 CRESCENT COURT, SUITE 1000 • DALLAS, TEXAS 75201-7852 
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FACSiimLE COVER PAGE 


TO: 

Ronnie Buchanan 

From: 

Miohells Boucher 



Fax; 

809-949-2519 

FAX: 

011-44-1624-822-952 

Tel: 

809-949-0658 

DATE: 

August 2»th. 1996 




w#i «rft tmaarot ting p^e(8). P]ie&seeoct8ctlh6ui^«rsignedlfibe^kaproU^ 

the trahsml^bo. 


DearKocnie, 

Further to our eonvcrwalon, I confirm the follovong: 

The uiortgage will be for $1.6 Million, the second mortgago will be fin: SI .SMlIIion. 

The ourrrat ^>pfaised velue of the property ts S2.3MlUlc>n. The excess cesh gc»ta%tc4 by 
the mortgages will be used to make renovations to the property. 

Shari mdicated that given yam \^ilingness to jsooceA with the transaction, they wiQ 
contuiue with the acquisition and provide you with the necessary doouments as It 
progresses. It Js likely that the firrt mortgage will be set up and the second one will 
follow shortly thmea^. 

If you have any fiirfiier questions, let cue k3:\ow. 

Thanks and land regards. 



Permanept Subcommittee ob InvestieatioDS 

EXHIBIT #66 -FN 1120 


CONFIDENTIAl 

PSI001I730; 




4778 


FACSMttiE COVER PAGE 


TO: 

Ronnie Buchanan 

From; 

MieheUe Boucher 



Fax; 

809-949-2519 

FAX: 

011-44-1624-822-952 

Tel: 

809-949-0658 

DATE: 

August 23rd, 1996 




We MS mmsoiMsg _3„ page(s). riewe contest the uniSenlgnei] if there is a problem 
with the tnnsmisdon. 


Dear Ronnie, 

Please see attached lecommendalioa from the proteotoistes commHteo (which you may 
have already received fiom them directly). 

kindly ensure that copies of the loan agreement. Second Deed of Trust a«S invoices for 
any legal costs associeted widi the loan and deed a» sent to me. 

KinMy idso ensure that 1 receive copies of instructions to Lehman Brolhers to liqtudate 
treasuries to mate the loan, and that J am advised of the date of aay cash movements. 

When the loan principle is transfened out, kindly provide roe whh details of the 
i^plicablo US Pod rate that haa been attached to the loen, and a copy of your source for it. 

I wUl provide you with wiring instructions for Idule Woody Ltd (a Texas Partnership) 

shortly. 


Thanks and kind regards. 



Permanear .Suhcommittec on InvestieatioDS 

EXHIBIT #66 -FN 1120 
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LEGAiDESCBimON 
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County of Ktiafi,Cold{«4o, Put of Lo( I, nocl Lot 2, Speer Woody Creek Stduimfiiooitiioivtt at 
No. 1137 Little Woolly Creek Road, Woody Creek, Cotortdo, tlSSS 
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nmmb = Redacted by the Permanent 
Subcommittee on Investigations 


Ms. Michelle Boucher, 

The Scottish Annuity Company (Cayman) Ltd., 
Grand Cayman. 


Fax to 00 1 809 


August 29th, 1996. 


0 - 

thank you for your fax of August 28th regarding 
First woody (a Texas partnership) ' s second mortgage from Roaring 
Fork Limited. 

I understand that the complete transaction would Ise for the 
ultimate benefit of at least some of the Trust's potential 
beneficiaries and so our Trust Committee would favour the loan. 

We note that the whole of the excess of funds to be raised 
on the two mortgages over the cost of the property will be spent 
on improvements to the property. We would be glad to receive an 
appraisal of the value of the improved property after works have 
been completed. We are aware that this is a long term invest^nt 
and do not expect the full cost of improvements to be reflected in 
the first appraisal, but we will need an indication of the current 
value of our surety. 

I note that Shari and her team will now be responsible for 
producing the loan note and second deed of trust . 

Helyn is back today and is proceeding with the Cotwnittee of 
Protectors' other suggestions. 



R. Buchanan. 


Permaaent Subcommittee on Investigatioas 
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Date 


10/24/96 
12/20/96 
12/20/96 
01/27/97 
03/14/97 
03/14/97 
03/25/97 
03/25/97 
03/27/97 
06/05/97 
06/05/97 
06/11/97 
06/11/97 
06/21/97 
08/11/97 
09/19/97 
1 1/04/97 
12/09/97 
12/23/97 
01/15/98 
01/20/98 
01/29/98 
01/28/98 
02/18/98 
02/18/98 
02/26/98 
02/26/98 
03/24/98 
03/26/98 
04/22/98 
04/22^8 
05/18/98 
OS/21/98 
06/16/98 
06/18/98 
07/22/98 
07/30/98 
08/28/98 
08/31/98 
09/26/98 
10/05/98 
10/30/98 
10/30/98 
11/23/98 


8/12/99 


Little Woody, Ltd. 
Capital Improvements 


- Redacted by the Permanent 


River Studio Structural 

Architect Associates Other 




4,625.00 

6,940.03 


3.308.90 

1,500.00 

1,500.00 

33,165.82 



4,628.01 

18,112.40 

600.00 

11,619.74 

8.432.64 


22.700.70 


660.00 

2,305.00 

9,026.30 

40.166.00 

12,650.78 

17.648.71 

103,751.44 


12,525.10 

5,000.00 

10,976.73 


19,152.82 

29,776.31 

65,240.11 


7,032.50 

110,036.25 

126,942.45 


7,788.49 

20,231.75 

292,188,64 


6,444.09 

64,768.68 


8,961.50 

268,841.04 


8,934.30 

205,262.39 

244,315.76 


14,603.82 



5.161.96 

297.167.80 


6,607.50 

293,272.96 

370,780.05 



Notes 



Jones Day 

High Country Engineering 
High Country Engineering 



Electronic Systems, Inc. 
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Little Woody, Ltd. 
Capital Improvements 


Date 

River Studio 
Architects 

Structural 

Associates 

11/17/98 

4,218.95 


12/10/98 


344,354.66 

12/15/98 

52,570.81 


01/30/99 


376,534.72 

02/15/99 


47,239.08 

02/15/99 

2,681.25 


03/20/99 


120,597.88 

03/31/99 

4,024.68 


04/15/99 

2,648.63 


04/15/99 




368,734.46 

3,357.837.03 

Summary: 



Home Purchase 


River Studio Architects 

368.734.46 

Structural Associates 

3.357.837.03 

Miso. Capitalized Expenses 

42,130.59 


Other Notes 


8,478.87 Refinancing dosing costs. 
42,130.59 

2,443.340.00 

3.768.702.08 

6.212.042.08 


8/12/99 
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ALTA LOAN POLICY , 


. 9 -^^ 

SCHBDVLEA 


Order Number: 00025977 

Date of Policy: April is, 1999 at 2:10 P.M. 
AmourU of Insurance: $ 3,900, OOO . oo 


= Redacted by the Permanent 
__^__^^SubcOTBratteeOTiJnw2i|^ions_ 


Policy No.: 
Loan No.: 



1. Name oflnsur^: 

VATIONSBANK, H.A., ITS SOCCESSORS ASD/OR ASBIORS 


2. The estate or interest in the land vwfticft is encumbered by the insured mortgage is: 

FES SIMPLE 

3. Title to the estate or interest in the land is vested in: 

LITTLE WOOD!, LTD., A TEXAS LIMITED PARTVERSEIP 


4. The insured mortgage and assignments thereof, if any, are described as follows: 

A Deed o/ Trust daterf April 14, 1999, earacuCed by Little Woody, Ltd., a Texas 
Limited Partnership, to the Publia Trustee ot Pitkin County, to secure an 
indebtedness of $3,900,000.00, in favor of NationsBank, R.A., recorded April 
IS, 1999 as Reception No. 429938. ^ 


5. The land referred to In this policy is described as follows: 

Lot 2, 

SACHS WOODY CREEK EXEMPTION PLAT, accordlngr to the Plat thereof recorded 
September 6, 1983 in Plat Book l5-at Page 70 as Reception No. 2SSS06. 

County of Pitkin, State of Colorado. 
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. = Redacted by the Permanent 
t:.'hr.nmmittf" Tnvestigations_ 


ALTA LOAN POUCY 


SCHEDULE B - Part I 


Order Number: 00025977 Policy No,.f 

■mu policy does not insure amlmt loss or damage (and the Company will not pay costs, attorneys- fees or expenses) 

which arise by reason of: 

}. Rights or claims of parties in possession, not shorn by the public records. 

2, Easements, or claims of easements, not shown by the public records. 

3 Discrepancies, coMicts in boundary lines, shortage in area, encroachmnts, and any facts which a correa 
surv^and inspection of the premises would disclose and which are not shown by the public records. 

4. Any lien, or right to a lien. Jbr sendee!, labor or material heretofore or haret^r furnished. Imposed by law 
and not shown by the public records. 

5. Unpatented mining claims; reservations or excepHons in patents, or an act authorizing the issuance thereof : 
water rights claims or title to water. 

6. Tanas and Assesamanta tor tho „ar IS9S, not yet dee and payablo, end 
suisasuent years and any special assessments not yet certified on the tax rolls 
of Pitkin County. 

7, tUaht of way for ditches and canals con.troct.d hy the .ethority of the 
ttelted States as resarved In Onlted states patent recorded Anpost 24, 1920 in 
Book 55 at Page 560 as Reception Ho. 80779. 

a. Easement for the Collins Creek Ditch and the Harom Ditch as described in 
instrument recorded in Book 170 at Page 534. 

9. Terms, conditions, obligations, provisions and easements of Basement 
Agreement as set forth in instrument recorded Apnl 3, 1971 ^ Book 254 at 
Pago 587 and in Agreement recorded August 12, J971 m BooA 256 at Page 989. 

10. Easements and rights of way for ditches and utilities as set forth In 
instrument recorded December 21, 1970 in Book 252 at Pago SOI. 

:i. covenants, conditions and restriction, as set forth in Deed recorded Aognst 

12, 1971 in Book 256 at Page 982 and in Deed recorded August 16, 1972 in Book 
26S at Pago 997. 

12. Terms, conditions, obligations and provisions of Declaration of Protective 
Covenants as set forth in instrument recorded December 9, 1975 in Book 306 at 
Page 460. 

13. Terms, conditions, obligations and provisions of Resolution of the Board of 
coonty commissioners of Pitkin County. Colorado. Granting Approval to the 
sachs/Einkelstein subdivision Exemption, Resolution So. 83-123 as set forth 
in instrument recorded Sovemhor 28, I9S3 in Book tSS at Page 444 as Reception 


So. 255283. 


Continued on next page 
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- “ ^^edacted by the Permanent 

— Subcommiw ^ on Investipatinnr 

Continuation of 
Policy Number: 



14. Terms, conditions, obligetions end provisions of perpstael condition and 
Restriction that except for fences, no other structure of any kmd shall be 
constructed on the real property as set forts in instrument recorded Decerber 
6, 1SS3 in Book 4SS at Page !2S as Reception Ho. idSSOl . (as to that part of 
Lot 1, Speer goody Creek subdivision, which lies southerly of the centerline 
of the Little Woody Creek Road) . 


15. Basements and rights of way as shown and contained in the Plat 
Creeh i^xemptlon recorded in Plat Book 15 at Page 70. 


of Sachs Woody 


16. Terms, conditions, obligations and provisions of Stipulation, Distract Court, 
Pitkin County, Colorado, Case No. 90CV8S as set forth in instrument recorded 
December 10, 1992 in Book 697 at Page 189 as Reception No. 351710; and 
Amended Order and Pinal Judgment and Decroo, district Court, Pithrn County, 
Colorado, Case No. 90CV85 recorded December 10, 1992 in Book 697 at Page 213 
as Reception No. J517J1. 

17 A 30 foot non-exclusive easement for ingress and egress as set forth in 

' Easement Agreement recorded April 8, 1971 in Book 254 at Page 587 as Reception 
No. 145079. 


18. Terras, conditions, obligations and provisions of Resolution of the Pitfcin 
County, Colorado, Board of Adjustment, Granting a Front Yard Setback Variance 
for Little Woody Creek Ltd., Nesolutlon No. 97-10, as set forth in instrument 
recorded June 5, 1997 as Reception No. 405134; Resolution of the Planning and 
Zoning Commissioner of Pitkin County, Colorado. Granting Special Review for 
more than Five Bedrooms to Little Woody Creeh, Ltd., for the LL Nanch, 
Resolution No. S7-10 recorded December 16, 1997 as Reception No. 411659; and 
Resolution of the Pitkin County, Colorado, Board of Adjustment, Granting Front 
Yard Setback Variances far Little Woody Creek, Ltd., Resolution No. 97-27, 
recorded June 12, 1998 as Reception No. 418085. 

19. Terms, conditions, obligations, provisions and easements of Trench, Conduit and 
Vault Agreement by and between Little Woody, Ltd., a Texas limited partnership 
and Holy Cross Electric Association, Inc., as set forth in instrument recorded 
December I, 2998 as Reception No. 424990. 
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detennination of the vahie of the water rights is a separately salable commodity is 
important, we sugg^ that a water attorney or water appimser be consulted. 

About the Improvement: 

The original stnicture on the property built in the early 1970’s and was subsequently 
r^nodded by the prior owner, Fiidcdstein, jMior to the purchase by Mr. Wyly. 

Although better than the original structure, h was still a gross underimprovement for its 
land value. Since purchase, M’. W;^ has largely gutted, remodeled, and espanded the 
home. It is now an appropriate improvem«it for its land value. The exterior of the home 
is a combination of drystack stone on the entry fecade, some chinked 3-squared logs, and 
board and batten principally in the rear of the home). The roof is Coiten rusted iron 
roofing with copper guttCTS and downspmite to add the “rustic” appeal of the structure. 

Windows are thermopane, wood frame wifii screens. The exterior anb appeal of the 
home is excellent. 

The drive-up levd of the home is fimshed as an oversized 2-car fimshed garage, with 
dectric garage door openers, access to a mudroom wifii elevator and two guest bedrooms, 
with a private bath. The baths are finished with fossilized fiagstone floors, cer^c 
tile tub recessed areas, and stone vanity tops. The ceiling height on this level is 9 Vi feet. 

Walls are integral color plaster. This first levd of the home totals 1,181 square feet plus 
the 761 square foot garage. 

The entry of the home is reached a staircase to a large stone patio accessing the 
formal foyer. This second level of the home totals 3,594 square feet and is finished as the 
entry, femily room, guest master suite vwtb office and sitting room, two new guest 
bedrooms each with a private bath, and a powder room. The foyer has fossilized flagstone 
floor finish, an daborate iron railing around the staircase with a dancing bear motif and 
integral color plaster wall finish. Adjacent is a playroom or family room with carpeted 
floors and a wet bar with undercounter refrigerator and an adjacent powder room with a 
stone vanity top and fossilized flagstone floor finish. An original be^oom on this level has 
been remodeled into a guest master. Th^e is a sleeping area with large stone fireplace 
and carpeted floors, and a sitting area. Adjacent is a small office with wet bar, built-in 
desk ai^ shelring. Built into the hilidde is a large bath with fia^one floors, large jacuzzi 
tub, double vaiuties set in a polished ^amte slab, a large fiagstone steam shower, and a 
dressing area with closets. A new addition to this level is fimshed as two guest bedrooms 
with carpeted floors, integral color plaster wall and ceiling finish, and 9‘A foot ceiling 
hdght. Bach has a bath similarly finished to those discussed above. 

Ihe third level of the home totals ^projdraately 3,286 square feet and is finished as a 
living room, dining area, kitchen, laundry room, roaster bedroom suite, an office, and 
powdra" room. The living room has oak floor finish, high vaulted ceiling finish in log 
puriins and wood decking with two large skylights and is focused around a fioor-to-ceiling 

The 
Aspen 
Appraisal 
Group, Ltd. 
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- Redacted by the Permanent 
Subconmittee^njn^stigati n^ 


From: 

Sent: 

To: 

Cc: 

Subject: 


Keeley Hennington 

Monday, October 11, 1999 722 AM 

Michelle Boucher MBHHNBHI 

Shall Robertson 

Re: CW property acquisitiwi 


In my discussions with Charles last week, he said due to the option sale earlier this 
month that the sale of the properties was not as time sensitive. The total dollars will 
be around S25 million. I have to finish some estate planning for Charles this week and < 
also planning on firming these transactions up. I agree that we should be closed by the 
end of month unless Charles wants to delay. I should have a better indication from him 
this week and will let you know. Thanks 


Michelle Boucher 


10/08/99 09:23:08 AM 


To: khennington 

cc: 

Subject; CH property acquisition 


My understanding is that shortly we are looking to sell four properties to the offshore 
system. Shari indicated that you could give me an idea of the total dollars involved. 

Also - do you know what the time frame Is for accomplishing this? I thought it was by the 
end of this month. 


Confidential 
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mmmmmmm - Redacted by the Permanent 

Subcommittee on Investigations 


From: 

Sent; 

To: 

Cc: 

Subject: 


Keeley Hennington 
Wednesday, Octo ber 13, 1999 7:16 AM 
Michelle Boucher | 

Shari RobertscHi 
Re: CW real estate 


We bave now decided to have the liabilities assumed as part of the transaction which means 
total cash that needs to be available is around around $12. 5M. 1 am not sure we are going 
to be ready to go with all of them by Nov. 1, so I would think the $10M would be 
sufficient to handle what we need before Dec. 1. 

Shari- Do you think we should sit down with Charles again and make sure he wants to go 
forward with everything (you may have already had this discussion with him} . He wants to 
increase the sales price 6% on the Aspen properties based on some information from an 
appraiser that prices are going up about 1% per month, which accounts for the other SIM. 
Let me know your thoughts. 


Michelle Boucher 


10/12/99 07:05:51 PM 


khennington 


Subject: CW real estate 


As part of the recent SSW/SE transaction I had provided for $10M to be used to acquire 
these properties (based on what Shari initially thought would be about the size) . I will 
need to raise the additional $15M via redemptions from Maverick (which we were planning on 
doing for the SSW/SE transactions and changed out minds - so it is not unexpected) . But 
technically we need to give 30 days notice to do this so I’m looking at having ?10M avail 
right now and S15M available at Dec 1st. I can request that Lee agrees to waive notice 
and see if we can get out for November 1st if you thin)t we need to do the transaction 
sooner than in 6 weeks time. I’ve given Shari a heads up that we may want to do this, but 
let me know how you feel about the timing. 

Thanks i 
Michelle 


( Confidential 
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From: Keeley Hennington 

Sent: Thureday, February 03, 2000 8:59 AM 

To: mboucher@|||mHI^ 

Subject: Jourdan Way and Little Woody 


Attached is my spreadsheet on cash requirements for sales: 

$300,000 for Jourdan Way 
$3,430,000 for Little Woody 

I would expect this to close by the end of the month. Let me know if there is anything 
else you need right now. 

Thanks 
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^Redacted by the Permanent 

1 I -^•.-■'nlnvestinat.ons. 


From: 

Sent: 

To: 

Subject: 


Keeley Hennington 

Thursday, February 03 , 2000 9:02 AM 
Jourdan Wa^TTOlIe Woody 


Attachm«mts: 


SALECASH.xls 


It helps when you attach the spreadsheet 

Forwarded by Keeley Hennington/htst on 02/03/2000 

10:59 AM 


Keeley Hennington 
02/03/2000 10 :59 AM 
To: mboucher<^^BHHi 


Subject: Jourdan Way and Little Woody 

Attached is rr>y spreadsheet on cash requirements for sales: 

5300.000 for Jourdan Way 

53.430.000 for Little Woody 

I would expect this to close by the end of the month. Let me know if there 
is anything else you need right now. 

Thanks 



SALECASH.XIs(16 

KB) 
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LITTLE WOODY AND JOURDAN WAY SALES 


JOURDANWAY: 


TOTAL SALES PRICE 3,200,000.00 

DEBT ASSUMED (3.071,528.00) 

NET CASH TO CLOSE 128,472.00 


FOUR MONTHS MORTGAGE 29,675.00 

PROPERTY TAX 

INSURANCE 

TOTAL CASH TO TRUST 
ROUNDED 

(100% OFFSHORE) 

TRUST CONTRIBUTION TO LLC 


118,700.00 

not due till year end 
- not due ttll yea- end 


247.172.00 

300,000.00 


290,000.00 


THE REMAINING $1 0,000 WILL STAY IN THE TRUST BANK ACCOUNT 


LITTLE WOODY: 


TOTAL SALES PRICE 


7,060.000.00 

DEBT ASSUMED 


(3.780.739.00) 

NET CASH TO CLOSE 


3.279,261.00 

FOUR MONTHS MORTGAGE 

25.703.00 

102,812.00 

PROPERTY TAX 


not due til! year end 

INSURANCE 


not due ^11 year end 

FOUR MONTHS MAINTENANCE 

15,000,00 _____ 

60,000.00 


TOTAL CASH TO TRUST 3,442.073.00 

ROUNDED 3.500,000.00 

CONTRIBUTION BY OFFSHORE 3.430.000.00 

CONTRIBUTION BY EMILY 35,000 00 

CONTRIBUTION BY JENNIFER 35.000 00 


TRUST CONTRIBUTION TO LLC 3,490,000.00 


Confidential 
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THE REMAINING $10,000 WILL STAY IN THE TRUST BANK ACCOUNT 
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= Redacted by the Pennanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 


Keeley Hennington 
Wednesday, Februo'y 16, 
mboucher@(||HM^ 


2000 1257 PM 


I am back to looking at the Little Woody and Jourdan Way sales since there is not enough 
other stuff going on - I think the only thing left for you is to fund the Trust before the 
sale. Is that money readily available and how much lead time do you need? I still think 
we are a couple of weeks out, but thought I would check. 

THanks 

Keeley 


Permanent Sobcommittee on lovestieatlons 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From; 

Sent: 

To: 

Subfect: 


Keeiey Hennington 
Wednesday, February 16, 2000 1:44 PM 
"mboucher(9 
RE: 


That sounds great - I am shooting for closing March 3rd- so we would just 
need to have money in LLC at that time. Thanks 



Subject: RE: 


I will move the cash to lOM this week from Lehmans. Then I could get it to you on a next 
day basis, but would prefer 2-3 days warning, especially given the trustees I have to deal 
with on this one - they are pretty good, but not always as quick as the other firm. 

Original Message — 

k he n n i n g t o n 

Sent: Wednesday, February 16, 2000 3:27 PM 
To: mboucherS^llllllllll^^ 

Subject : 

1 am back to looking at the Little Woody and Jourdan Way sales since there is not enough 
other stuff going on - I think the only thing left for you is to fund the Trust before the 
sale. Is that money readily available and how much lead time do you need? I still think 
we are a couple of weeks out, but thought I would check. 

THanks 

Keeiey 


Confidential 
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From: Keeley Hennington 

Sent: Wednesday, February 1 6 , 2000 2»3 PM 

To: Andrea Westbrook 

Subject: RE: 


Can you please get me the instructions to wire to the Little Woody Managment Trust bank 
account and the Jourdan Way Managment Trust so I can pass them on to Michelle. Thanks 

Forwarded by Keeley Hennington/htst on 02/16/2000 

03:49 PM 



Okay, just send me wire instructions as soon as you have them and we'll move the money 
then . 

Michelle 


Original Mes sage- 

From: khennington^ 

Sent 5 Wednes day, 

To; mboucheri 
Subject: RE: 


That sounds great - I am shooting for closing March 3rd. so we would 
just need to have money in LLC at that time. Thanks 



I will move the cash to lOM this week from Lehmans. Then I could get it to you on a next 
day basis, but would prefer 2-3 days warning, especially given the trustees I have to deal 
with on this one - they are pretty good, but not always as quick as the other firm. 


From: 
Sent : 
To: 


•Original Message-* 
khenningtor:(a' 

Wednesday, February 16, 2000 3:27 PM 
mb ou c h e 
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Memo 

To: Shari Robertson, Mike French 

Cc: Keeley Hennington, Donnie Miller 

Re: Charles Wyly Family meetings - week of 10/09/00 

Date: October 16, 2000 

From: Michelle Boucher 


Keeley & I met with Charles & Donnie on 10/11/00, here isan ^idate on recent developments; 

First Dallas International: 

Charles has a planned investment in a new Peter Ackerman venture called “Fresh Direct”. It is a web based 
consolidator of fresh foods. You can order off their website and they will ship anywhere in the NY area. 
They have made significant progress on their warehouse facilities and distFd)ution center in Long Island, 
and they hope to be up and running in about 1 year's time. The planned cost of this is $45Milhon, and 
Charles would like to commit SlMillion throu^ First Dallas International for an October 31*‘ closing. Jim 
Lincoln will forward documents once received, but we expect the investment to be made into a tranche of 
preferred stock. 

First Dallas Ventures: 

This is the venture cap ftmd that Donnie and Jim are managing. Charles has authorised investments up to 
$ lOMillion at this time. They are contemplating further investmetu in Cool Partners Inc. , as well as other 
predominantly web-based ventures. Jim and Donnie both a|^)ear to be really enjoying this venture. 

Ranger/Precept: 

It does not appear that Charles and Sam have been able to get together to work out details of Charles’ 
involvement with Ranger/Prarept and the Ranger Management company. We had ordered tentative 
redemptions from Maverick for November 1", which weTl roll to D^ember 1“ if details have not been 
worked out beforehand. 

Sport Horses: 

Charles is looking at establishing a breeding and equestrian training fecility with Emily’ s involvement A 
business plan has been presented, involving the acquisition of approximately 140 acres of land just north of 
DFW airport. Only 50 acres will be used for the business venture, and it is likely that the remaining land 
will be subsequently sold. Keeley and I are consulting Rodney to see if we can use a structure similar to 
that which was used for the gallery in Aspen, thus utilizing foreign assets for the cash injection and 
contributing Emily’s horses in the same way Kelly contributed the gallery’s invenioiy stocks. We would 
likely try to sub-divide the property and buy the land held for resale domestically, through another 
structure. I have not seen it yet, but understand the business plan indicates the business will not likely cash 
flow for the first few years, and will need ongoing capital. The anticipated initial commitment will be a 
minimum of $3MilUon. 

Little Woody Creek Ranch: 

This is the house tlmt Emily and Jennifer use. We put together all documentation to sell this property to an 
lOM company last November/December. Charles has asked us to proceed once again and effect the sale. 
All domestic and lOM structures and funds are in place. Keeley will pull the documents and we’ll touch 
base with Charles again next week and proceed. 

Lambda Propeties: 

Nothing was directly discussed regaixiing construction activities on Charles and Dee’s house in Aspen. If 
they decide to proceed, we will recommend that an lOM company acquire the property, to provide funds 
for the construction project. It is likely that this will not be underway until well into next year, with 
construction coramencmg in 2002. As with the Little Woody Creek Ranch property mentioned above, 
there are some issues regarding ownership of the existing properties which will need to be properly 
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considered and dealt with in the new stnrctures, espedalfy witinn the context of creating sub-ftmds of the 
lOM tnists (see below). 

Sub-funds: 

Charles is aware that Sam is looking at creating sub-iiinds wife the lOM assets, and is contemplating the 
same. We discussed the idea of creating tlttm iKing certain real estate transactions as the initiating 

transaction. This would include the new Sport Hor%s venture for Emily, and selling some of the Colorado 
properties which involves all die chiWrcn to tte foreign system. Charles also discussed making specific 
$20MiUion allocations to each of Martha, Emily and Jennifer, indicating that he thought Chip was well 
taken care of domestically. 


MAV008221 
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From: 

Sent: 

To: 

Subject: 


Keeiey Hennington 
Monday, January 29, 2001 S 
marta.engram<g 
Little Woody 


Marta - 

We are moving forward on the sale of the Little Woody Property. As part of the sale, the 
loan will be assumed by Little Woody, LLC a Colorado LLC who is purchasing the property. 

I do not remember how far we got back a year ago on the paperwork, but the documents I 
have that we needed were new assumption agreement and new guarantee agreement. We are 
trying to close around mid Feb. - so let me know if this time frame is workable. 

Thanks 

Keeiey 


The preceding e-.mail .message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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■- Redacted by the Pennanent 

-Subconmtteen„,„..„..^,, 


From: Keeiey Hennington 

Sent: Tuesday, February 06, 2001 2:21 Rwl 

To: Stacey Hale 

Subject: Re: Stile vw>ody 


Nothirig now ~ these are the entities we formed to do the sale of the Little Woody property 
which should happen 3/01. For 2000 there is no activity. 


The preceding e-mail message {including any attachments) contains Information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient {s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Stacey Hale 
02/06/01 04:16 PM 

To: khenningtonf^lHillliB 

Subject: little woody 

What is Little Woody Mgmt Trust and Little Woody LLC suppose to have in it? 


Stacey Hale, CPA 



Permaaen* SMhmmmitte« oo Investigations 
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Redacted by the Permanent 

— Subcommitteejwjtv^^ 


From: 

Serrt: 

To: 

Subject: 


Keeley Hennington 

Friday, Fe bruary 23, 200 1 7:59 AM 

MBoucher^Hilllllll 

Little Woody 


Here is the cash flow projection for funding next week; 

Purchase Price $7,500,000 
Personal Property 646,339 

Total $8, 146,339 

Less: Debt assumed (3,831,978} 

Net cash to close $4,314,361 

Operating Capital: 

Mortgage 

(4 months x 25,703) 102,812 

Insurance 10, 000 

Malntalnence 

(4 months x 15, 000) 60,000 

Total from LW Limited $4,487,173 ( I would say let's send $4,500,000 to 

work with round numbers) 

Let me know if there is anything else. 1 wall let you know once we have a firm closing 
date, but we are shooting for 2/28. 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Keeiey Hennington 
Tuesday, March es, 20 01 6:33 AM 
Lisa S Walker < 

Re: Littte Woody 


There Is just the one property that was owned by Little Woody Ltd. Since the sale to 
Litile Woody LLC, Litlle Woody Ltd. will have no assets and will be dissolved. 

Thanks 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient !s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Lisa S Walker 
03/06/01 02;29 PM 


To; khennington 
Subject: Rei Little Woody 


Hi Keeiey; 

I don't think this will be any problem at all. I will ^ust change the way the Named 
Insured reads from Little Woody Ltd to Litie Woody LLC. 

Now, are we talking about all the properties that are currently under Little Woody Ltd or 
just one of them? Will Little Woody Ltd own anything now or Is it dissolved? 

Thanks, Lisa 


<« Memo from khennington* 


05 March, 2001, 17:18 Monday >» 


khennlngton(||0HH^ ^ 2001, 1?:18 Monday 

To; Lisa S Walker 


Subject: Little Woody 

First, I am so sorry I did not think of this earlier. We are selling the property held by 
Little Woody, Ltd. in Aspen to Little Woody LLC (a newly formed LLC) . He started to do 
this transaction in Nov 99 and decided to put it off. At that time, we decided we could 
just transfer the policy. 

Please let me know what you need - of course we are closing tomorrow. 

Sorry again - 


I Confidential 
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Keeiey 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient (s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete It from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


To: Lisa S Walker/DAL-TX/US/ JHMarsh/MMC@MMC 


cc: 
From : 


khenningtonSl 


Confidential 
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LITTLE WOODY, LTD. 


7,500,000.00 

MTG 

INT (3,853.316.04) 

TAXES 
REFUND INS 
SETTLEMENT FEES 

(3,856,467.17) 


(3,828,706.80) 

(24,609.24) 

(1,972.90) 

5,862,77 

(7,041.00) 


$ 3,643,532.83 CASH RECEIVED BY LWL 




AMOUNT 

QTY 

!SL 

LLRANCH 

3,344,551.83 

1 

ISL 

LLRANCHIMP 

4,155,448.17 

132,040.88 

ICS 

LLRANCH.BA 

3,828,706.80 


HP 

LLRANCH, BA 

24,609,24 


IMO 

county taxes 

(1,972.90) 


IMO 

settlement chgs 

(7,041.00) 


IMO 

refund insur. 

5,862.77 
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== Redacted by the Permanent 
Subcommittee on Investigations 


From: Keeley Hermington 

Sent: Wednesday, Fe^uarv 28, 2001 7r5S AM 

To: MBoucher<§4H0P 

Subject: FYl-disregard first e-mail 


Don’t !cnow what I did - but finished below 


The preceding e-mail message {including any attachments) contains information that may be 
confidential, or constitute non-public information. It Is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst 


Keeley Hennington 
02/28/01 09:52 AM 


To: MBoucher? 


02/28/01 09:55 AM 


Subject: FYI 

I was talking to Charles yesterday and he was kind of thinking out loud on some stuff. He 
was talking about use of off-shore cash and was using the following for planning - thought 
I would pass it along even though he was just thinking. 

First Dallas - $10.5 future committments (Brazos, FDV, ?) 

^liil^Llttla Woody - S10.2 (Charles and Dee home in Aspen) 

Little Woody - $4.5 (next week deal) 

Sport Horses -S3.0 ( capital improvements) 

Jennifer and Jim - $4.0 (new house) 

Charity - ??? 

He mentioned that he plans to make a pledge some time this summer of about $10M payable 
S2/yr. for 5 years that could possibly be funded off-shore. He was saying that these 
things would use about half of his current available cash off-shore. He also talked about 
the Lambda properties being sold off-shore and I told him I would look into this and what 
the tax implications are - this one is messy. 


The preceding e-mail message (Including any attachments) contains information that may be 
confidential, or constitute non-public information- It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


P.rmanent Siihcommlttet on Invratieations 

exhibit #66 - FN 1125 


Confidential 

SEC_ED00005370 


PS1_ED00005370 




4806 


Op^^ratoff: BXIW Batch; 21D 


Dates 03/30/2001 


OPEN BATC3I TRANSACTION. 
Bank Number "• 
Processing Center : 
Batch Number" s 
Originating Unit : 
Date of Batch : 


75 Bank of America - TX 
17 St. houis, MO - CLSC 
2 ID 

98071 ST LOUIS, MO - PRIVATE BANKING 
03/30/2001 


Time: 



Operator : BX-W 


Batch: 21D 


Dates 03/30/2001 


Time: 17:09:04 


NEW OBLIGOR SET-UP TRANS 
Obligor Number 
Obligor Type 
SIC/NAICS Code 
Geo Indicator Code 
Country Code 
Name of Obligor 
Name Continuation 
Title 

Address Line One 
Address Line Two 
Address Line l^xree 
Address Line Four 
Address Line Five 
City/State/Zlp Code 
Primary Phone No 
Secondary Phone No 
Birth Date 
Taj^payer I.D. No . 
Assignment Unit No 
Loan Officer No 
Contact Date 
DDA Account Number 
HLT Vulnerability 
Set-up Alternate Addr 
Last Financial Stmt. 
Statement Type 
Statement Date 
Real Estate Indicator 
RAROC 

Obligor Risk Rating 


obli^r short Nam 
815 Limited Liability Con?>ai^ 

6799 Investors, itot Elsewhere Classified 

0 Domestic 

01007 

♦Little Woody LLC 


300 Crescent court, Suite 1000 

N/A 

N/A 

N/A 

K/A 

Dallas, TX 75201 


Little woody LL 


■ = Redacted by the Permanent 
Subcommittee on Investigations 


01145 

01981 


Social Security No 


MARTA 0. 

Bank Tax Class 


Fiscal Year End 
Statement Fregueacy 

CAR Effective Date 

Exposure Strategy 


03/05/2001 


Operator: 5XW Batch: 21D 


Dates 03/30/2001 


Times 17:27:17 


NSW CUSEENT/LOAN SET-UP 
Obligor Number : 

Loan Number j 

Takedovm Obligor No : 
Amount of Loan : 

Effective Date : 

Duration Code : 

Maturity Date : 

Obligation Type Code s 
General Ledger Code : 


00000002S5 

N/A 

$3,851,868.00 

03/05/2001 


Loan Short Name 
stats Package Number 
Takedown Commit. No 
Disbursement Amount 


05/01/2014 

301 Term Note > lyr 

00026 Ccmmrercial Loan Secured by RB 


; LITTLE WOODY LL 
: 17004853 
: N/A 
; $ 0.00 


{not dependent) 


Permanent Subcommittee on Investigations 
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Process Types Code 

Ptiipose of I_«oan 
Secairity Co<3e 
Collateral IType Code 
Loas. Officer" 
Assignment Unit 
FED Class 
Bill Limit Code 
Bank Tax 

Regulation -U/Z Code 
Reset Indica-tor 
Interest Rate Type 
Margin Code 
Exclude Code 
Late Charge Type 
LC Waive Reason 


5151 Nev. ,iirrent/I»oan/Basic Current Oblig -'ion 
.New Curreat/Iioan/Stand-Alone/Current 
744 Refinance 1-4 Fan-Prim. Personal Residence 
2 Secured 

140 ‘ 1-4 Family Conv^tlonal Itesidential 

01981 ENGRAM, MARTA O. 

0114S 

599 

2 On Due Date 

2 

0 Not Applicable 

0 Not Rebooked 

1 Fixed 
1 

0 

000 Do Not Assess a Late Oiarge 

01 Terms & Conditions of Obligation 


NEW CURRENT/ LOAN - 
Product Code 
Generic Indicator 
Risk Rating Flag 
Prepayment penalty 
Rating Code 
Rating Date 
Rating Source 
Rating Amt/Pct 
Rating Code 2 
Rating Date 2 
Rating Source 2 
Rating Amt/Pct 2 
Shared Natl Credit 
Credit Score 


CREDIT RISK RATING : 

: 000 Default (Not BLDC Administered) 

: 0 

; 05 Satisfactory 
; 03/05/2001 

: 0 Not Rated or Not Entered (Default) 


0 Not Entered (System Default) 

Credit Score Date 


= Redacted by the Perm^ent 
Subcommittee on Investigations 


^JUSIMENT TRANSACTION/^ 
Obligor Number 
Obligation Number 
Obligation Type 
Generic Indicator 
AFS Transaction 
Effective Date 
Origin Code 


0000000265 


5012 

03/05/2001 


Obligor Short Name 


Charge Code 
Adjustment Amount 

Type of Adjustment 


; LITTLE WOODY LL 


: $3,851,868.00 
: INCREASE 


MEW CURREHT/LOAN - INTER EST AC 
Obligor Nhmber 
Loan Number 
Charge Code 
•Accrual Basis 
Bamlngs Type 
Balance Type 
Type of Interest 
Base Rate Bank No 
Current Base Rate 
Current Accrual Rate 
Calculation Factor 2 


0000000265 
100 

5 Actual /3S5 

0 All Balance 
000 

1 Fixed 
N/A 

N/A 

6.90000000% 

N/A 


Loan Short Name : LITTLE WOODY LL 

Effective From Date : 03/05/2001 


(Default) 


Calculation Factor 1 ; H/A 
Calc spread/percent ij N/A 
Calc Spread/Percent 2-. N/A 


CRA REFINANCE DATA, 
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0b3.igor itoJaer 
Ob3-igatiQa dumber 
Community Development 
TyE>e 

Create Iisiicator 
Create Off i cer 
Tickler lype 
Street A<iireBs l 
Street Address 2 
City 
State 
Zip Code 
Revenue 

Refinance Loan Number: 
Refinance Loan Number’ 
Refinance Loan Number; 



0000000265 


= Redacted by the Permanent 
Subcommittee on Investigations^ 


NEW OJRRENT/LOMr 
Obligor HuniJoer 
Losm Number 
Amount of payment 
Effective From Date 
Billing Precjuency 
Bill Lead Days 
Grace Days ’ 
Collection. Method 
Maturity Collection 
DDA. Account Number 
Transit Number 
Amortized Payment 
Alt Mailing Address 


INTEREST BILLIN G SCHEDULE 

Loan Short Name 
Oiarge Code 



Number of Payments 
Ist Bill Due Date 
Accrue to Date 
Nail invoice to customer 


Yes 

N/A 


LITTLE WOODY LL 
100 


155 

04/01/2001 


NEW CURRENT/LOAN - PRINCIP AL BIL LING SCHEDULE. 
Obligor Number 
Loan Nvunber 
Amoimt of Payment 
Repay Typo 
Effective From Date 
Billing Frequency 
Bill Lead Days 
Collection Method 
Maturity Collection 
DDA Account Number 
Transit Number 
Alt Mailing Address 


Loan Short Name : 

0000000265 Charge Code : 

$25,703.41 Principal Including Interest 


03/05/2001 Effective To Date 

4 Monthly Number of Payments 

15 Ist Bill Due Date 

11 Mail invoice to customer 
11 Mail Invoice to customer 


N/A 


LITTLE WOODY LL 
001 


156 

04/01/200.1 


NEW CUERBNT/LOAN - M 
Obligor Niimber 
Obligation Number 
Obligation Type 
Generic Indicator 
Effective From Date 
Billing Frequency 
Bill Lead Days 
Bill Limit Code 
Collection Method 
Maturity Collection 
DBA Account Number 


iST BILLING SCMBDULB. 
Short Name' 


000000026S 


04/02/2014 
5 Quarterly 


Charge Code 


1st Bill Due Date 
Due Date - Calendar Day 
Mail invoice to customer 
Mali invoice to customer 


LITTLE WOODY LL 

100 
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Transit IfunCber : 

Alt Mailing Address : N/A 


.,,H..„mmittee;gnla22ggL. 


KEW CUHR2KT /LOAN 
Obligor Humlber 
Obligaticai :xiinnber 
Obligation, Type 
Generic Indicator 
Amount of payment 
Repay Type 
Effective Fxom Date 
Billing Ere< 5 uency 
Bill Lead Days 
Bill Limit Code 
Ctollection IMethod 
ffetxarity Collection 
DDA Accoiaat Number 
Transit Kurtiber 
Ale Mailing Address 


MATURITY P3 


3:PAL BIlilNG SCHEDDl^. 
Short Name 


0000000265 


Charge Code 


$3,851,868.00 
1 

04/02/2014 
5 Quarterly 

15 1st Bill Due Date 

2 Due Date - Calendar Day 
11 Mail invoice to customer 
11 Mail invoice to customer 


N/A 


‘s LITTLE WOODY LL 

: 001 


: 05/01/2014 


NEW CURRINT/LOAN DISBURS EMENT 
Obligor Kuraber 


Loan Number 
Disbursement Date 
Disbursement Total 


0000000265 

03/05/2001 

0.00 


Loan Short Name 


: LITTLE WOODY LL 


Operator; BXW 


Batch: 2 ID 


Date: 03/30/2001 Time: 17!31:28 


PRINCIPAL BALANCE TRANSFER 
Transfer Prom. . . 

Obligor Number 
Obligation Number 
Obligation Type 
Generic Indicator 
Transfer To . . . 

Obligor Number 
Obligation Number 
Obligation Type 
Generic Indicator 


Short Name 

0000000255 

Current-Standalone; not linked to 


LITTLE WOODY LT 


Short Name s LITTLE WOODY LL 

0000000265 

Current-Standalone; not linked to a Future 


Current Balance . . . 

Current Balance Transfer Successful 
Transaction 5522 (Decrease) Successful! 

Transaction 5022 (Increase) Successful 
Transfer Selected 

APS Transaction - 5522 APS Transaction - 5022 

From Old 0112 Balances 3,828,706.80 To Old 0112 Balance j 0.00 

Prom New 0112 Balances 3,828,706.80 To New 0112 Balance : 3,828,706.80 


Principal Billed Not Paid. . . 

Principal Billed Not Paid Transaction Successful 
Transaction 5552 (Decrease) Successful ! 

Zeroed Out 

APS Transaction - 5552 APS Transaction - 5052 

From Old 0104 Balance: 8,703.01 To Old 0104 Balance : 0.00 

From New 0104 Balance; 0.00 To New 0104 Balance ; 0.00 
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Operator: BXW 


Batch: 21D 


Date: 03/30/2001 


Time: 17:32:54 


aD^STMBKT TRANSACTION/ Pringj 
Obn-igor Bumber 
Obligation Number 
Obligation Type 
Generic indicator 
AFS Transaction ; 5552 

Effective Date : 03/05/2001 

Origin Code 


Billed Not Paid Adjustment. 

Obligor Short Name ; LITTLE WOODY LT 

^0000265 

Current-Standalone; not llnJced to a Future 


CSiarge Code 
Adjustment Amount 


Type of Adjustment 


; 001 

: $8,703.01 


Operator: BXW Batch: 21D Date: 03/30/2001 Time: 17:33:41 


ADOTSTMEHT TRANSACTION/Current Adjusted Principal Past Due. 


Obligor Mumber 
Obligation Number 
Obligation Type 
Generic Indicator 
AFS Transaction 
Effective Date 
Origin Code 


Obligor Short Name 

0000000265 
Current-Standalone; not linJced to a 

5622 Charge Code 

03/05/2001 Adjustment Amount 

Tvne of Adjustment 


s LITTLE WOODY- LT 

Future 

: 001 - 
: $5,436.87 

: DECREASE 


Operator: BXW 


Batch: 21D 


Date: 03/30/2001 Timet 17:34:41 


CLOSE BATCH TRANSACTION 
Batch Number 
Originating Unit 
0991 Transactions 
0991 lAaits 
NUTRber of Credits 
Number of Debits 
Gross Trans Count 
Collateral Trans. No. 
Batch Close Status 


2 ID 
98071 
18 

0.000000 

0 


IN BALANCE 


Bank Number : 75 


0991 Financial Amount 
Credit Ainotmt 
Debit Amount 
Gross Trans Amount 
Number of Waits 


$11,532,124.49 

$ 0.00 

$ 0.00 

$ 0.00 

0.000000 


Operator: BXW ‘ Batch: 21D 

Date 


03/30/2001 Time: 

17:34:42 






CREDITS--- 

- 

DEBITS--- 

- 

AFS Settlement Entries: 

3,828,706.80 

1 

0.00 

1 

(Through GL WIP Account 





DDA Offsets: 

0.00 

0 

0.00 

0 

SAVINGS Offsets: 

0.00 

0 

0.00 

0 

STANDARD GNL Offsets; 

0.00 

0 

oioo 

0 

- IN PROCESS Offsets: 

0.00 

0 

0.00 

0 

(Through CCS IN PROCESS GNL 
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MANUAL Offsets: 

(,Throxsgii CCS IN PROCESS GNL 


., 828 , 706.80 


3 , 828 , 706.-0 1 


*THE FOLLOWING ENTRIES ARE REQUIRED BY OPSIATOR TO OFFSET MANUAL ENTRIES 


CREDIT DEBIT-- 
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ACCORDING TO THE RECORDS OF THIS OFFICE 
DITTLE MOODY. DLC 

(COLORADO LIMITED LIABILITY COMPANY) 


FILE it 199911S833e MAS FX:,ED IN THIS OFFICE ON October 22, 1999 
AND HAS COMPLIED MITH THE APPLICABLE PROVISIONS OF THE 
LAWS OF THE STATS OF COLORADO AND ON THIS DATE IS IN GOOD 
STANDING AND AUTHORIZED AND COMPETENT TO TRANSACT BUSINESS 
OR TO CONDUCT ITS AFFAIRS WITHIN THIS STATE. 


Da Cedi October 22, 1993 



BA 0607C 
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MUST EE TYPED 
FlUNG FEE: $50.00 
MUST SUBMIT TWO COPIES 


Mail to: Secretary of State 
Corporations Section 
1560 Broadway, Suite 200 
Denver, CO 8020Z 
(303) 894-2ZS1 
Fax (303)894-2242 


For t^ce use only 


lWil%95£. C 
-I 65. OS 
£ ARV- CF SThTS 
i b~22-1999 ' 


Please Include a typed ARTICtES OF ORGANIZATION 

self>addressed envelope 


i/We the unde»igned natural pBrson($) of a^a of eighteen yeats or ^re, aclins as c^ganizer(s} of a limited liabSity company 
und^ the Ce^orado Limited Uabitity Company AtA. adopt the foHov^g Armeies of Organization for sm(^ limited .Itab^iiy company: 

FIRST: , The name of the limited liability company js: UTTLE VtPODY. LLC. _ 

SECOND: Principal place of bustnecB (if known): 3 00 CRESCENT COURT. SUITE 12QD. DALLAS, TX 75201 

ITiflRD: The sheet address, and maffing address of the registered office of the lin^d Rablffty. coir^iany is: 

■ 533 EAST HOPKINS AVE. ASPEN. CO 81611 


FOURTH: 

FIFTH: 


SIXTH: 


The name of Us proposed registered agent in Colorado at that address is: 

OATES, KNEZEVICH & GAROENSWARTZ. P.C. 


X The management Is tested in managers (Uieck if appropnate) 

The names and business addresses of die inibat manager of managers or if the management is vested iq die 
members, rather than manacers, the names and addresses of member or members are: 

name ■ ADDRESS (include zip codes) 

looo, 

CHARLES J. WYLY. JR 300 CRESCENT COURT, -STE 1200, DALLAS; TX 7S201 

Hie name and address of each organizer is: 

NAME ADDRESS (include zip code) 

DAVID 8. KELLY 633 EAST HOPKINS AVE. ASPEN, CO 61 61 1 


y *' // 

David B. KeHy, AsBistent'^ecsetary 


Signed 


David B. Kelly, 
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CERTIFICATE 


Hie undersigned Manager hereby certifies that the attached Operating Agreement 
was duly adopted by fiie Managers of fee Con^iaiQ' emotive the day of November, 1999. 



Approved and adopted by consent of tiie undersigned beang the original Member 
CTtitled to vote, &e Member acknowlcdgit^ that the address set forth on Exhibit ”B" may be used 
as the Member's address of record hereunder and that die p<^son signing has executed this 
Oper ating Agreement on the date set opposite diedr si^ature, but effective as of die 3 o day 
of biottLnU3e.r , 1999. 

SIGNATURES: 


THE UTTLE WOODY MANAGEMENT 
TRUST y-) 



-onfidentiaX Treatment Requested 
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CONTRIBUTIONS 


MEMBER 

CONTRIBUTION 

MEMBERSHIP 

INTEREST 

PERCENTAGE 

THE rjTTLE WOODY MANAGEMENT 
TRUST 

$10,000 

100% 


EXHIBIT "B" 
ADDRESS 


MEMBER 

. ADDRESS 

THE UTTLE WOODY 
MANAGEMENT TRUST 

300 CRESCENT COURT 

SUITE 1000- 
DALLAS, TEXAS 75201 


2 ! 6045.2 


Confitiential Treatiwsnt Re<^ested 


18 
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Charles Wyly and Don Miller 
List of Entities 
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Charles Wyly 


Red Mountain - 95 


Roaring Creek Soulieana Elegance 

Roaring Fork Elysium 

Rugose Little Woody Creek 

UtUe Woody Stargate Properties 

Quayle Gorsemoor 

LLC's 


Don Miller 


Note: ftaiicized companies have Private Annuities 

Bold Companies are subject of an IDR 


Chaos - 94 
Ramona 
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THE 

LmXE WOODY 
MANAGEMENT TRUST 


The following individual assisted in the planning and drafting of this instniracnt and should be 
consulted regarding any changes or questions; Rodney J. Owens, Esq, 


Meadows, Owens, Collier, Reed, Cousins & Blau, L.L.P. ■ 


901 Main Street, Suite 3700 
Dallas, Texas 75202-3792 
(214) 744-3700 
(800)451-0093 


( Permanent Subcommittee on Investigations 
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THE LITTLE WOODY 
MANAGEMENT TRUST AGREEMENT 


This AGREEMENT OF TRUST (file 'Trust Agreement") is executed fay and 
among LITTLE WOODY CREEK ROAD LMTIED, an Isle of Man corporation, EMILY 
ANN WYLY LBSiDSEY, JENNIFER LYNN WYLY LINCOLN (referred to faeram as die 
initial Co-Grantors or Grantors) MICHAEL C. FRENCH and SHARYL ROBERTSON (toe 
initial Tnlstees) in order to *aeate tins managemmt Trust on toe terms, conditions and 
provisions as set forto below in tins Trust Agreement 

ARTICLE L 

ESTABLISHMENT OF TRUST 

1.1. Name of Trust . The name of the Trust shall be THE UTTLE WOODY 
MANAGEMENT TRLBT and will, for convenience, be refared to at times in tins Agrwment as 
toe "Trust" unless a more specific trust is intocated. 

1.2. Initial Assets of Trust . The initial assets of toe Trust consist of those assets 
described on toe attached Exhibit "A", which is herdjy incorporated by reference for all purposes of 
this Trust Agreement, and which are conveyed hea^o by each indicated Grantor to be held and 
administered by toe Trustee. 

1.3. Special Defioitioas for Agreement The following defined terms sl^l 
have toe indicated meaning for purposes of this Trust: 

(a) "Corporation" : References to the "Corporation" shall mean 
LITTLE WOODY CREEK ROAD LIMITED, an Isle of Man corporation, acting 
by and through its authorized r^resratativ^, as well as any successor in interest 
to said Corporation. 


Confidential Treataent Requested 


BX PSZ-H OllSlO 



4824 


(b) “Emily** : Reference to "EMILY" shall mean EMILY ANN 

WYLY LINDSEY. 

(<0 “GrantoK** : RefoOTces to "Grantors" shall mean EMILY, 
JENNIFER, the Corporation, as well as any additional person or entity which 
makes contributions to tiiis Trust in consideration of becoming an additional 
Grantor hereof. References to a "Grantof* shall mem any person or entity whom 
at such time is a Co-Grantor of this Trust 

(d) “Jennifer” : Reference to "JH'JNIFER" shall mean JENNIFER 
LYNN WYLY LINCOLN. 

(e) ”Tnist Estate** : RefCTences to T^ust Estate shall mean aU of fee 
a^ets, properties, ddsts and liabilities of fee Trust whether real,, personal, or 
mixed, tangible, intangible, or inchoate in nature, and shall include the initial 
Trust fetate as well as any and all additions received or acquired by the Trustee to 
be administered hereunder. 

(0 . ”Use” or "Usage” : References to "Use" or "Usage" shall mean 
the unrestricted right of each Grantor of fee Trust to use, occupy and enjoy all or 
gny part nf t>»» Tmgf Rgfafff anH fhft Tfta] prr»p«^ [inr.1»f!ing any iTnpinvmiPrntg 

thereon] which is oymed directly by the Trust or indirectly fiom the ownership by 
the Trust of equity interests in the stock, member interests and/or partnemhip 
interests of any corporation, limited liability company and/or partnership owned 
in whole m: in part by fee Trust. - 

(g) ‘*Tnist Share” : References to "Trust Share" shall mean fee 
respective interest of each Grantor of the Trust in the Trust Estate dete rmine d by 
multiplying the total net fair market value of the Trust Estate by a fraction, fee 
numerator of which equals the net fair market value of property(s) contributed by 
fee respective Grantor to the Trust, and the denominator of wMch is die total net 
fair maricet value of all property(s) - contributed by all of the Co-Grantors to fee 
Triist. 


The net fair market value of all contributions to the Tmst by the 
Grantors shall, for these comput^onal purposes, be the respective values as of 
fee date of such contributions. 

(h) ’’Property** : References to "Property" shall mean all of the real 
and personal property owned by any corporation, limited liability company and/or 
partnership own^ in whole or in part by the Trust 

(i) **Estate'* : References to an "Estate" shall mean the estate of a 
deceased Grantor hereof. 
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1.4. Intentto Oualilv as a U^. Trast . Grantors h^eby agree that their intent 
herein is to ^ablish a management Trust whmh pursuant to Code §§ 770 1 (a)(30)(E) and (3 ! )(B) 
is a U.S. trust for all purposes. Accordingly, Grantors hereby direct that this Trust shall in all 
events be managed and administered in strict acdoniance with the following directives: (i) a 
courts) within the State of Texas will have and exeidse primary jurisdiction over the 
supervhaon of the adm^stration of the Trust, and all Trustees hereof must beXJ.S. rtsidents 
for federal tax purposes. 

1.5. Appointment of Trustees . TTie initial Trustees shall be MICHAEL C. 
FEENCH and SHAUYL ROBERTSON. 

(a) Removal or Appoiatment of Additional and/or Saecessor 
Trustees ; Any Trustee may be removed, and additional Co-Iriistees and/or 
sr K«:essor Trustw i s. [whether one or more] may be a ppointed, at any Hthb, and 
from time to time, by toe. following mdividual(s) ai^ entity(s) in the order 
specifiwi: [1] by EMILY and/or JENNIFER if citoer is living and competent, and 
toe Corporation; [2] by MICHAEL C. FRENCH, SHARYL ROBERTSON [if 
either or both are then serving as Trustees at toat time] and toe Corporation; or [3] 
by toe Corporation and a majority of toe then living and competent chiltoen of 
EMILY and the then living and competent children of JENNIFER. 

The removal of a Trustee or the ^ointment of additional and/or 
successor Trustees may be completed by. the delivery to the then serving 
Trustee(s) (if any] by the respective powerholdcrs of ariy written and si^ed 
insttument or letter wherein such appointments are formalized and, in the case of 
additional or successor appointments, agreed to by the appointed fiduciary. The 
respective poweriioldera shall have the continuing ri^t and power to elirninate, 
remove an^or change any designated successor Trustee at any time or from time 
to time. 


(b) CorAdministration of Trust Grantors hereby direct that any then 
serving Co-Trustee may exercise all of the fiduciary powers conferred upon the 
Trustees hereunder with or without the participation of any other then servmg 
Trustees. Each Trustee may therefore act for and on behalf of the Trust, and its 
assets, -with or without the joint participation and execution of any documents of 
the other Trustees. All actions, decisions, sales, lease agreements, or any other 
matters whatsoever pertaining to toe Trust and its assets and liabilities may 
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therefore be imderteken, negotiated and consummated solely, throu^ the 
repr^entarion and patidpatioa of any Trastee. 

All third parties dealing widi or trax^acting any matter with the 
IVust shall therefore be entitied to rely exclusively t^on the actions of any then 
sendng Trustee, and shall have no liability whatsoever for snch matters by dealing 
wifo less dian all of foe foen serving Trusted. This provision shall be ctonstrued 
as folly exonerating' such third parties from any duty, liability or responsibility 
wlmfooever for dealing with less than all then serving IVustees. 

1.6. Admission of Additional Grantors . Afolitional Co-Grantors of foe Trust 
may be ^hnitted at any time, and from time to time, with foe consent of aU Grantors by (i) the 
contribution of additional property to foe Trust in an amount acc^table to foe Grantors, (ii) Gie 
agreemOTt of foe foen current Grantors and the additional Grantor of the respective Trust Share 
to be thereafter allocated to the new Grantor, and (iii) the written agreement of foe current 
&^tors foe adfotiond Gmtqr.wh^in such additional Gimrteragre^i; tp.bs hOHnd.by.and 
subject to the terms, provisioiK and conditions of tiiis Trust Agreement. 

. L7i Expulsion of Grantors . Any additional Grantors of foe Trust (thereby 
specifically excluding EMILY, JENNIFER and foe Corporation) may be expelled from foe Trust 
at any time and have its respective Trust Share interest herein (and all rights to Use the Trust 
;^tate and any of its indirectly owned real property interests) terminated by (i) foe writtGi notice 
of a majority in interest of foe remaining Grantors delivered to such Grantor of its termination 
herein, and (ii) the return by the Trust to such expelled Grantor of an amount of foe Trust Estate 
equal in value to such expelled Grantor's aggregate (net) contributions to foe Trust, valued as of 
the date contributed, which such returned property interest may be satisfied in the sole discretion 
of the Trustee in the form of cash, equity interests in any corporation, limited liability company 

i 

and/or partnership owned in whole or in part by the Trust, or by the delivery of an interest 
(whetiter unciivided or otherwise) in any Property owned indirectly by the Trust. 
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The dedsions and actions of sitch Msting Grantors and the Tnistee' shall be final, 
conclustVB and binding on the ejqjeiied Grantor rmd all interested parties therein. 

1.8. Amendment of Trust . The Grantors may at any time, or from time to 
tune, amend this TYust in whole or in part upon their unanimous consent 


ARTICLE n. 

MANAGEMENT, USE AND DISPOSITION 
OF TRUST ESTATE 

2.1. Atamisition of Property . Grantors hereby direct the Tnistee, acting by 
and fljTOU^ the limited liability company which is part of this Trust Estate to utiiiiK! all or any 
portioiLof the Trust Estate to acquir e for and on behalf of the T rust all of that certain pr operty 
located in Colorado which is, or will be, held by the limited liability company owned by the 
Trust Grantors hereby stipulate that the acquisitions flirough such limited liability company is to 
be aimpleted solely to satisfy certain applicable laws of the State of Colorado and that, therefore, 
such specific real property (and any and all such property and property rights associated therein) 
shall he deemed to be part of the Trust Estate for Use by the Grantors of this Trust. 

2.2. Use of Property By Grantors . Grantors hereby direct tiaat each Grantor 
hereof (and the authorized guests of each Grantor hereof) shall have the right to Use all or any 
part of the assets comprising the Trust Estate, including without limitation any Property (and 
improvements thereon) owned directly by the Trust and/or mdirectly as an asset of a corporation, 
limited liability company or partnership of which an equity interest therein is part of the Trust 
Estate. With respect to the equal rights of the Grantors hereof to have full and complete Usage 
of such Property, the Trustee shall not have any responsibilities whatsoever to monitor the said 
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Usage by the Grantors, nor to supervise their r^jcctive Use ther«)f. However, &e Trustee siall, 
in its sole discretion, resolve any Usage omflicte that may arise between the Grantors in a way 
which the Trustee dccms.reasonablc, just and feir to all of the Grantors. 

Tl^ Usage ri^ts of the'Graidors slraU be personal md shall not be subject to 
aliermtion, sale, hypothecation or transfer excqjt as specifically provided herein for the interests 
of a deceased individual Grantor. 

2.3. Capital Imnrovemepts. Maintenance Expense And Operating Costs . 
Each Grantor shall be individually and personally liable for such Grantor's respective 
proportionate Trust Share of all funds ^phed towanis or paid by the Tmst (either directly or 
through any business entity owned in whole or in part by the Trust) for (i) improvranents and 
r^^is-raadMo -toe^reperfy -ef-lhe-Trust-Eet^e (iaeladmg- all l^pK=^h^e^,*(u)-dloests-afid 
expenses incurred to maintoin the Trust Estate (and all Property hereof), and (iii) any and all 
other eepens^ incurred by the Trustee to administer said Trust Estate. 

The Trustee may at jqipropriate times, and firom time to time, require each Grantor 
hereof to make ^dihonal contributions to the Ttust for such purposes. A Grantor who &ils to 
make such Grantor's pro rata additional contributioi^s) shall be personally liable to toe Trust and 
the remaining Grantors for such liability(s), and such defaulting Grantor’s Trust Share shall be 
subject to a pro rata charge for such ltabUity(s). 

2.4. Trust Distributions . The Trustee may distribute so much or all of any net 
income, principal and/or other cash flow of the Trust to the respective Grantors in proportion to 
their respective Trust Shares. 

2i5. Grantor Power of ftuportioBate Revocation . Each Gnuitor shall have 
the right and power to revoke its proportionate contributions to the Trust and thereupon revest in 
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itself such Grantors respective Trust Share of &e Trust Estate as detennined at such time of 
revocation in relationship to the net feir maifeet value of the Trust Estate. Incident to the exercise 
of such proportionate rewcation, the respective Grantor may elect to withdraw from the Trust 
Estate an amount equal in value to its respective Trust Share any property hereof including an 
imdivid«i interest in the Property, subject to all terms and obligations related thereto. 

The Trustee shall notify all other Grantors of the exercise of such retoined power 
of proportionate revocation by an electing Grantor, and shall take all re^onable actions to 
comply with such withdrawal. Grantors hereby q>ecifically agree timt the determination of all 
valuations for these purposes shall be made exclusively by the Trustee and furtiier that such 'good 
faith determinations shall be binding and conclusive on all Grantors and any successors thenrof 
in.intgr.esL 


2.6. Pisposition of a Deceased Grantor’s Interest The interest in tiie Trust 
Share of a deceased individual Grantor hereof shall be distributed in accordance with toe 
following applicable provisions as of toe Grantor’s date of death: 

(a) Individual Grantor’s Testamentary Power of AppointmMit : 

• Each individual Grantor hereof has the general power exercisable at his or hCT 

death to appoint his or her Trust Share interest to or for toe benefit of his or her 
Estate, Ms or her spouse, and/or Ms or her descendants. 

(b) Alternative Transfer to Descendants : The interest in the Trust 
Share of a deceased Grantor shall pass to Ms or her descendants on a per stirpes 
basis if such Grantor toils to exercise his or her general testamentary power of 
^pointment, whereupon such descendants shall become substituted Grantors 
hereof for all puiposes. 
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ARTICLE ra. 

TRUST TERMINATION PROVISIONS 
3.1. Tcarmination Date . The Tbist sball tenninate upon'the first to occur of the 
following events: (i) the revocatioD of the Tnist by all Grantors, or (ii) the sale of all Property 
hereof eifirer directly or fe)m fiie disposidon of ail equity intereste owned by the Trust in any 
corporations, limited liability companies and/or partnerships hereof, or (iii) the dishibutions by 
.the Trustee of all Trust Share interests to each respective Grantor of all of the Trust Eshite 
hereof 


3.2. Compliance Witti U.S. Laws . The Trustee shall comply wito all applicable 
U.S. laws with respect to the distr23Ution(s) of the Trust Estate to of for the benefit of the Grantors 



gowrnmental forms. 


ARTICLE IV. 

GENERAL TRUSTEE PROVISIONS 

4.1. Elunlnation of Bond Requirement No bond or other security ^all be 
required of any Trustee or any succrasor Trustee of any Trust or Trusts in any jurisdiction. 

• Trustee Fees and Expenses . All Trustees shall be entitled to fees 

commensurate with their duties and responsfoilities, taking into account the value and nature of the 
Tfost Estate and the time and work involved. 

(a) Additional Fees for Active Business Investments : In foe event any 
active business interest becomes a part of foe Trust Estate, the Trustee's fees may be 
increased because of any additioi^ time, c5brt and re^onsibility involved in its 
performance of services for this business. This condensation for services rendered 
to the business, including any expenses, may be paid by the business. 
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(b) Fees for CcnTrustees ; Ute compensation of Co-Tnistee; shall not 
be reduced because Co-Trusts are serving, nor shall it be reduced by any statutoiy 
law whidi od^twise establishes or limits the compensation of Trustees. 

(c) Trustee Exnens^ : All Trustees shall be entitled to ^vmteement of 
or reimbumement &r e^enses incuired pursuant to their duties undcs* this Trust 
Agremient, including fiduciary liability insurance. 'Xliey are also entitled, at the 
exprase of the Trust, to retain and hire empIoj«es, accountants, ^ome>«, 
investenrat advisors, or other persons incident to fee management of ihe Trust, toe 
Trust Estate, or any other matter wbicto mi^ arise during toe adminis&ation of this 
Trust. 


4.3. Provisions Applicable to Additional and/or Suraessor Trustees . The 
following pmvisions shall be applicable wito re^ject to all additional and/or successor Trustee 
appointed as fiduciaries of the Tro^: 

(a) Susprasion of Powers of Previous or ResiPiimg Trustee : The 

previous — nr. TPisignmg Tnigtftft_Rhat1- hft_ f>-f _al 1 fiirtW 

responsibiUties, and duties under this Trust Agreement i^on [1] toe ^pointment, 
qualific^ion, .and acceptance of toe position by a successor Trustee if any is 
requited, and [2] toe delivery of all assets of that respective Trustee then in its 
possesaon either to its respective successor Trustee or to any other then serving 
Trustee. 

(b) Acceptance of Assets bv Successor Trustee : Grantors have 
provided that i^on toe appointment of a successor Trustee the previous or resignmg 
Trustee, or its representatives, shall deliver all assets of toe Trust then in its 
possession to its respective successor or to any other then serving Trustee. The 
respective successor Trustee or any other toen serving Trustee is authorized, but not 
directed, to accept such assets [if any] based upon toe accounting and/or otoer 
written instnunentation as ^ven by that previous or resigning Trustee or its 
representatives. 

(c) Liability for Predecessor Fiduciaries : in no event shall any 
TYustee, >^etoer original or successor, be liable for toe actiras, inactions, or detoult 
of any existing or prior Trustee, C^Klriistee, legal representative, executor, or 
administrator from whom distributions may be received [any of such fiduciaries 
being referred to as Trior Fiduciaries"] or for feilure to contest toe accounting as 
rendered by such Prior Fiduciaries. 

(d) Successor Trustee*s Powers and Liabilities : The successor Tmstee 
shidl succeed to all of the powers, duties, and responsibilities of the previous or 
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r^i^iing Trustee upon iiie efiective itagnaiion, termination, or removal of such 
prior Trustee and fee written acceptance of the position, as a Trustee, by the 
respective successor Trustee. 

(e) No Duty of Inv^tigatioB bv Additional or Successor Trustees : In 
no eveaxt shall the toms and piovisicais of this Trust Agreement be interpreted or 
construe to require any aMtiraial or successor Trustee to investigate the prior acts 
or omisaons of any Prior Fiduciaries, except to die extort diat die addition^ or 
successor Trustee has Ktual notice or taowl^ge of any act or omission of the Prior 
Fiduciaries contrary to the terms of diis Trust Agreement Grantors are 
incorporating this provbion into the Trust in hopes of reducing the 

expenses delays of any chang e in Trustees. Acccudingly, die additional or 
su c c es sor Trustee is not required to go beyond the fects and i^resentations as 
known to it in succeeding to die poridon of Trustee, subject, of course, to the 
pro^sions regarding known irregularides or violations. 

4.4. Trustee’s RIvht to Resign . Any Trustee^ whedio- originally named, 
designated, or subsequently ^pointed, shall have die right to resign or renounce its position by and 


(a) Notice of Resignation or Renonneement The resigning or 
renouncing Trustee, or its representatives, shall deliver an ^^iropriatc written notice 
of resi^iation or renouncemait to one of die following aj^licahle persons or entities, 
in the order given: [1] EMILY and/or JENNIFHl, while cidier is living and 
conqietent, and die Corporation, or, if nod [2] any other then serving "nustee, if any, 
or, if none; [3] such resigning or renouncing Trustee's named or designated 
successor, if any, or, if not; [4] to all Grantors. 

(b) Duties of Resigning Trustee : A Trustee’s resignation riiall become 
efiective iqxm [1] die complete deUvoy of all assets dien.in its possession to its 
respective successor Trustee or to ar^ other then serving Trustee, [2] the 
^pointmmt, qualitication, and acceptance of a respective stuxessor Trustee [if a 
successor is required], and [3] the execution of an appropriate written insliument 
evidencing the effectiveness of such Trustee's resipiation by all then serving 
Trustees including the required successor. 

4.5. Appointroeat of Andllarv Trustees . The Trustee shall have the power to 
^point ancillary trustees for the Trust(s) in accordance with Section 113.023 of die Texas Trust 
Code, as amended, if required or advisable as to assets located in a jurisdiction in which the 
Trustees are not authorized or qualified to act 
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4.6. Special Trustee Co-Administratioii Provisions . The following special 
provisions shall apply in the evait Co-Trustees are serving for the Trust: 

(a) Castodv of Trust Assets : Any Trastee shall have the ri^t to 
TT^aiTtfain sole Custody ami possession of any and all Trust assets capd>le of being 
reduced to custody. and po^ession and, to the extart this ri^t of custody is 
exercised by a Thistee, the remaining Trustees shall be under no obligation to 
fnaintaln custody and posscssion with respect to fliese assets- 

(b) ■ Agreement Among Co-Trustees : No Mtion nmy be takm imiess a 
majority of the dien serving Co-Tiustees are in agreement 

However, tlus parag:^h (c) shall not be crmstiued as in any way 
limiting the third party idiancc provisions outlined above in this Trust Agreement 
wife respect to transacting any busines wife a single Trustee. 

(c) Delegation of Duties bv a Trustee : Any Trustee may, with fee 
written consent of fee remaining Trustees, be relieved of any or all powCTS, 
aufeoxity, duties, and discretion vested in or imposed i^on that Irir^ee by this Trust 

AgyermfUt by d**liWTiT»g to rfmainnig ihm gfftving TnistftfA a 'writtfm statemtait 

delegating these powers, aufeoiity, duties, and discretion to them. Any wt 
performed according to sudi writtcai statemrat shall be binding upon all pwsons 
interested in this Trust 

(d) Disclaimer of Powers. Doties and Responsibilities ; Any Trustee 
may disclaim, in whole or in part, any specific or general power, duty, or • 
regionsibUity imposed by law or by the terms of this.Trust Agreement Thereafter, 
fee T emaining Co-Trustees shall exercise sole power, duty, or responsibility over 
such disclaimed powers, duties, or responsibilities. Such disclaimer shall not, 
however, a£E»:t the remaining non-discla^ed powers, duties, and responsibilities of 
such Trustee. 


ARTidLE V.. 

GENERAL TRUST PROVISIONS 

5.1. Location and Transfer of Location of Trust . The general location of this 
Trust shall be the State of Texas, and its administration shall be conducted within fee State of Texas. 
Accordingly, fee laws of the State of Texas shall apply in construing the terms of the Trust and fee 
rights and duties of the Trustee, unless the provisions of this Trust Aj^eement override such laws, or 
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unless the laws of angto jurisdiction become ^plicable' and Um provisions of this Trust 
Agreement cannot oveiridc them. 

If, in the t^inion of Qie Trustee, it becomes advisable to change die location of the 
Trust, wiwther in Texas or to another state ^ut in no events outside of die United States), for the 
purposes of economy, tax savings, or other benefits to the Trust or to die Grantors of the Trust, the 
Trustee may change the location of diis Trust by giving notice of| die pni^josed transfer to the 
Grantors. 

5.2. Constructiop and Inteniretatiop . & is d» intention of the Granton; to 
avoid as much as possible any suits for constnction, interpretadon. or mstmcdons involving this 
Trust Accordingly, if a question or problem arises about the proper construction, interpretadon, or 
nparation of this Agreement, about any matter involving_the admimstrarion of any Trust created by 
this Agreement about the rights of any Grantor hereofi or about the ^licadon, ii^rpretadon, or 
construcdon of the Texas Trust Code, as fiom tinm to time amended, the Trustee is authorized to 
resolve -these questions or problems in a manner it deems equitable and proper in accordance with 
the tax and non-tax objectives of Grantors. All su<di decisions and actions of die Trustee shall be 
conclusive on all persons ever interested in this Trust 

53. Additional Assets of Trust The Trustee is expressly authorized to accept 
additional assets, including any assets subject to liens, fiom any person, entity, representative, 
executor, or administrator by any means of transfer or conveyance. For all purposes, du Trustee is 
also authorized to accept and is fully protected in accepting any additional assets, including any 
assets subject to liens, on behalf of any poson by the M:tion of such person’s appointed or acting 
agent, representative, custody, or guardian, witiioul die necessity of court intervention or action, 
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and based solely upon die written i^r^entadocs of audiority by the respective transferor (as, for 
Kcaraple only, im<kj any form of a power of a&miey). 

5.4. Maximum Duration of Trust Because of a particular rule of law, 
commonly referred to as the ’'Rule Against Petpetidties," Grantors must ©tpressly provide for the 
tnaxiTnimi duration of die Trust Hoviwer, Grantors hereby direct diet dtis Trust Agr^mait shall 
be construed and interpreted under another related doctrine refesred to ^ die 'Wait arid See" rule in 
ascertainmg whether or not diis Trust or ^ separate TYusts violate the ^edfied rule of law. If it k 
ultimately deteroiined that any Trust .violates such rule of law, then, for such purposes, diat Trust 
and diis Trust Agreement shall not be construed as void, but be d^aned vested in the re^ective 
Grantors as of such time. 

.AUTnjstsxteatedhyibisThisUAgieemait.^iallm.alLeuent&toiminat&notlaterUhaa 
TWENTY-ONE (21) j^ars from and after die death of the survivor of the following p^sons: 
EMILY, JENNIFER and their descendants living on the. date the Trust is effectively or deemed 
created. 

Should any Trust terminate according to the provisions of this Section (only), tiie 
remaining assets and properties of that Trust dial! be deliverod and distributed unto those persons, 
or such persons' representatives, who, at the deemed termination date, constitute the Grantors of the 
Trust in proportion to their respective Shares. 

5.5. Special PostoonemeBt Provision . The Trustee is authorized, but not 
directed, to postpone for a reasonable time any part or all of a final or interim distribution from die 
Trust for as long as the Trustee, in its reasonable discretion, may determine necessa^ because of tax 
audits, lawsuits, disputed claims, or similar unresolved matters. 


13 


Confidential Tseatoent Requested 


BA psi-w onaaa 



4836 


5.6. Provisions Relating to Powers of Appointment . The following provisions 
shall govern the exercise of ail powers of ^pointmei^ vested in each individual Grantor hereof 


under this Trust 

(a) Exercise of Powers of APDotntoienfc Each individual Grantor may 
exercise ids or her gen^ power pursuant to a wiittoi memoran&im delivered to tl^ 
Trustee during die indivi<^ Grantor’s litedme. Such memorandum shedl be dated 
and dgued by die individual Grantor and shall be witnessed by two (2) unrelated 
witnesses. The irdividual Grantor can amend or revoke simh memorandum at any 
time by (telivering an additional written memorandum to die Triistee which is 
rigned, dated and witnessed. If any general power is not exacted pursuant to a 
lifetime written mexnoiandum, then such power must be exembed pursuant to a 
clause in the individual Gcantoi’s duly probated Last and Testament 


The individual Grantor must exercise a general power by making 
specitic reference in either die memorandum or Will and Testament as to vdiidi 

section of the Trust Agreement the power is being exercised under, and must dirther 
designate the ^poiid^, their shares, proportions and amounts diat each shall be 


appointees. 


(b) Effective Date of Exercise of Power : Any general power shah ta Vw 
effect at the individual Grantor's death. 


ARTICLE VL 

TRUSTEE'S POWERS AWP RESTRICTIONS 
6.1. Trustee Powerii Over Partitions. Divisions and Distributions . The 
Trustee shall have the powers to make all partitions, divisions, and distributions contemplated by 
this Trust Agreement, and its decisions and actions riiail be binding and conclusive upon all 
interested parties. The Trustee may, in its discretion, make these partitions, divisions, or 
distributions by proportionately allocating asscte and properties in kind [including undivided 
interests in properties], or partly in money and partly in kind. The amount of a distribution in kind 
shall be deemed to be the value of the property on the date or dates distributed. A distribution to 
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any distributee may be composed of property amilar to or different from that transferred to any 
other distributee. 

6.2. Trustee hivestoent Powers . The Trustee .shall have the follovriug 
investoeaitpow^: 

(a) General Investment and Management Guidelines : Hic Trus^ 
shall manage the Trust i&tate as directed by a majority in interest of the (Cantors [as 
determined by their re^ective Trust shares]. In the abs^ice of specific directions, 
die Trustee diall manage the Trust Estate for airf on bdiaH' of the Grantors in 
accordazu:e widi then di^rredon. The Trustee shall not, however, be limited to nor 
bound by the im>visions of the Tcocas Triist Code [or arty successor statute], or by 
any other statutes or regulations respecting investments by fiduciaries racept to the 
extent that such statutes or leguladons cannot be waived £>r any cbrporate Trustee 
and diero aro no individual Trustees dien serring. hiv^fments need not be 
divmified, nmy be of a wasting nature and may be made or retained vrith solely a 
view towards a posrible increase in value. The Trustee is expressly audiorir^i to 
retain or invest in non-income produdng property if, in its discretion, die best 

■TTitmytfs nf thft Grantnrs_wl! bftbfiter 5«rvflH hy that Tnv ftstrnenf 

The Trustee is expressly authorized to invest in high-inconie 
producing property, non-growth or marginally-^iprBciating property if, in its 
discretion, it determines that such investments are advisable for the Trust * To this 
end, Grantors her^y expressly lelievte the Trustee from any and all duties, 
obligations, or re^onsibilities to invest any part of die Trust Estate in growdi-type 
assets &r the Trust or any current or fiit^ Grantors. The Trustee shall not, 
dierefore, be liable for any operating losses of the Trust, nor for any depreciatiem or 
decline in the value of the Trust Estate. 

(b) Power to Retain Any Property Transferred to the Trust : Any 
property transferred to the Trust sh^ be deemed a proper inveslnient The Trustee 
is expressly authorized to retain all such property with no duty or obligation to ' 
dispose of or convert any of these properties. 

(o) Real Estate Powers : The Trustee shall have die following 
non-exclusive powers relating to any real estate assets or investments [broadly 
construed] owned direedy or indireedy by the Trust [including all Property hereof}: 
to sell, exchange, develop, partition, transfer, abandon, or otherwise dispose of any 
property, at public or private sale, witii or without covenants, warranties, or 
guarantees, for any purposes, and upon aity terms, including sales on credit [wifo or ■ 
without security], in any manner and at any prices; to grant options on die same; to 
lease any property, for any term or tenns, any conditions and rentals, and in 
any manner, irrespective of whether die tenn of such lease exceeds the paiod 
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permitted by law or the probable peaiod of admimstration of any Tmst; to raiew or 
modify any lease; to ^ant options to rertew ormodify any lease; to raise or exect any 
structoe; to make repairs, replacements, and improvanrats, whether structural or 
otherwise, for any property; to m^»rove property, to subdivide or plal real esmte; 

to dedicate streets, alley;, and ways; ai^ to donate sites for public, chaiitd>le, or 
educadonai &cilities. 

(d) Nominee Tovestments : The Trastee is authorized to mamtain any 
investmrait [or odier action] in die name of a nominee, whether itself or anodier 
individual, bu^ess, or endfy, with ot without a power of attorney, in Am name of 
one or more Trustees without disclosing fiduciary capacity, or to retain or make any 
investment in a foxin permitting transfia^ility by delivery. At all times, howev®, 
die boob; and reco^ of die Trust shall reflect all sfuch investments as investments 
of the Trust and further reflect in whose name, custody, and po^esaon sudh assets 
are placed. 

(e) Power to Sell Assets : The Trustee shall have die specific power and 
audioiity to sdl all or any part of the assets of the Trust [inchidmg without Hmitation 
die Frosty] upon such terms and conditions as die Trustee, in its discretion, shaU 
detennine. This power of sale shall be broadfy construed in favor of the Tnistc^. 

(f) Power to Designate Renresentotives : The Trustee shall have die 
power to designate one or more individuals as ^resentative agents of the Trust to 
transact any busing for or on bAalf of the Thist or die Trustee. 

6.3. Protection of Third Parties TVansacting Business or Pealing with the 
Trust No purdiaser at any sale made by die Trustee or persons dealing with die Trustees under 
diis Trust Ag^ement shall be obligated or allowed to attend to die application or use of any money 
or property paid or delivered to the Trustees, or to inquire into the expediency or propriety of any 
transaction entered into and consummated upon die .terms as the Trustee, in its disoetlon, deems 
advisable. All individuals, entities, businesses, and odier third parties dealing with the Trust or any 
Trustee shall be fully protected flom all liabilities in fransBcting any business with the Trust 

6.4. Special Trustee Self-Dealing Provisions . Grantors are aware of the 
potential problems that may arise in the administratiem of tiiis Trust if a Trustee, in its discretion, 
should find it advisable to transact business with itself whetb^ individually or as a fiduciary under 
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any other trust agreement Grantors esqiressly rdieve any and all Trustees and fiduciaries fiom any 
self-dealing restrictions and limitations, atcqpt fiiose prohibitions whidi cannot be waived. 

Accordingly, Qtantoni bereby specifically waive siujh rules and proWbitions 
regarding self-dealing, conflict of interest, or any other ‘rule or reguMoii regarding the transaction 
of buriness between a particular trust or fiduciary and such trustee or fiduci^. For exarqpie, the 
Trustee may fiieely transit any busing between tins Trust and any other trust, or between the 
Trustee, In its individu^ cqraci^, and diis Trust 

6.5. Sneda! Business Powers of Trustee . •In addition to any and all powers 
granted to the Trustee by fins Trust A^anent, file Trustee has fixe following addifiemd powers 
with respect to any business interest whidi is or becomes apart of the Trust Estate, whefiiCT it be a 
sole proprietorship, joint venture, partnership, limited Babilitv company or coipotaticin: 

to bold, retain, and continue to operate such business solely at the 
risk of the Ihist Estate and without liability on fiie part of the Trustee for any 
losses resulting fiom operation of the business; 

(ii) to enlarge, diminish, or change the scope or fiie nature of fire 
activities of any business; 

(iii) to use the general ^ets of the Trust &r the purposes of fixe 
business; to invest additional coital in or maka loans to such business, regardless 
of the non-productivity of such investment or loan, or the diversification of 
investments; 

(iv) to en<toise or guarantee on behalf of the Iriist any loan or loans 
made to the busmen and to secure the loan or loans by pledge or mortgage not 
only of the Trust's property interest in any such business but also by any other 
property of the Trust Estate that the Trustee may deem proper, 

(v) to mdee or concur in fixe decirion to accumulate surplus in the 
business or to pay dividends or otherwise distribute the profits of the business, as 
die Trustee, in its discretion, may deem advis^Ie; 
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-(vi) to accept as correct finaiaaal or oflier statements rendered by the 
business ftom.time to time about its emotions aiwi operations eccept where the 
Trusts has actual notice of iiuccurate information contained therein; 

(vii) to regard &e business as an eirtity sq)arate fiom &e Trust wifli no 
duty to account to any court ^out business or operation; 

(viii) to dissolve, liquidate, or sell any busiiress interest at such time [and 
forni time to time] and iqjon such terms as the Trustee may deem advisable; 

(ix) to incorporate any business and hold the stock as an asset of the 

Tius^ 

(x) to satisfy any liabilities arising out of the business, whether 
contmetud or tordous in nature, fret out of the bt^ess, and secoruhy out of the 
IVust Estate, HowevCT, in no everd shall the Trustee be individually or pereonally 
liable for any business activities or decisions, and if dre Trusts is held liable, it 
shall be ezUitled to iodemnification fom the business the T^ust Estate and the 
Grantors in the ordo- named; 

(yi) tn Birthnri7i» anrf pgtridpate m any merger^,,. reorganizations, 

consoiidadons, exchanges, sales, private or commercial azmuitles, or any odier 
form of business transactions involving ownership changes; 

(xii) to employ such officers, managers, employees, or agents as it 
deems advisable and to pay such persons reasonable compensation f}r fidr 
services widiout regard to any f duci^' fees and expenses payable to the Trustee; 
and. 


(xiii) to exercise all other Elions or powers which an individual, 
competent adult would possess m operating such business. 

6.6. Formation of Bushiess Entities . The Trustee is authorized to invest ail or 

any portion of the Trust Estate in one or more joint ventures, partnerships, limited liability 

companies or corporations, the outstanding equifyint^este of which are owned in whole or in part 

by the Trust 


6.7. Protection of Trustee for Acfcs of Agents . The Trustee shall not be held 
liable or otherwise responsible for any neglect, omisrion, or wrongdoing of any a^nt employed 
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by the Trustee on behalf of the Trust provided ^ Trustee uses reasonable care in fee onployment 
of the agent 


6.8. LiabOitv of Tnistee . The Tmstas's liability diall be Hmited pursuant to the 
following provisions: 

(a) Acts by Trustee : No Trostee shall at any time be held liable to fee 
Trust or any Grantor for any action ot dcfeult of fee Trustee or of any ofear person in 
connection wife fee administration of the Tnist unless caused by the Trustee's poss 
negiig^ce, feith, or will&I commission of an act in breach of trust 

(b) Limifetion of Pereonal LlabPitv of Trustee : The Trustee shall not 
incur any personal li^ili^ fe anyone dealing with fee Trustee in tire ^ministration 
of the Trust Estate. The Trustee shall be entitled to reimbursement &om fee Trust 
Estate and fee Granteis for any liability, whether in contract or in tort, incurred in 
fee administration of fee Thist The Trustee may contract in such form as to exempt 
fee Trustee feom personal liability and to clause such liability to be limited to the 
Trust ^tate. No accessor Trustee shall have any duty, reqjonsibility, obligation, or 

Jiahility_3«hat«;nftVffr tor failtw. thi» artg_ nr_ftmigRinng nf any pradi-rjMMnr 

Trustee. 

6.9. Accounting Responsibilities of Trustee . The Trustee shall maintain proper 
books and records reflecting the assets, li^itities, investments, income, disbursements, prindpal, 
and tiansM^ons of each Trust The Trusts is not required to conform to fete provisions of fee 
Unifonn Thistee’s Accounting Act or any similar act The Trustees shall be free of any court 
accounting or supervision of any Tnist 

6.10. Ultimate Terminatioo of Tnistee*s Responsibilities and Duties . The 
Trustee's responsibilities and duties under tiiis T^ust Agreement shall cease upon final distribution 
of all of the income and principal of the Trust arui the completion of any miscellaneous woiic 
connected wife fee termination of the Trust and the distribution of its remaining assets. 

6.11. General Borrowing and Lmding Powers of Trustee . The Trustee is 
specifically aufeorized to borrow and/or lend any amount of funds from time to time and at any time 
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fiom or to any intUvidual. business, or critic (wlwther or not a Grantor of the Trust) when it 
such action necessary or ^visable and to pledge ai! or any portion of the assets of this 
Trust as collateral. The isms of any indd)tedncss or loan shall be fhose to the Trustee, in its 
reasonable discredon, may deem ad^dsable, even if die escpected peaiod of die loan extends bej^nd 
die tenn of any Trust. 


ARTICLE Vn. 

PEElNmONS AND MISCELLANEOUS TRUST PROVISIOWS 

7.1. Powers Cnmnlative . TTie Trustee shah have all of tibe li^ts, powers and 
piivil^es as set forth in the Texas Trust Code (or its successor statute) governing the powers and 
responsibilities of Trustees. In the event however, d^ any provis ions of such C ode in a ny wav , 
conflict or otherwise do not conform to die terms of this Trust Agreement, then the provisions of 
this Trust Agreement shall in all events control the administration of the Trust to the maximum 
extent permitted by law. 

7.2. Definitions for Descendants . The following definitions of "descendants” 
shall be utilized in intepr^g diis Trust Agreement unless a contrary intent is clearly stated or 
shown by its context 

(a) Descendants : The tom "descendants” or "descendant" shall mean 
all those persons who are in a direct line of descent of a person specifically named or 
indicated by the context of the Trust Agreement These' descendants must be 
lawfully related to such persons by consanguinity or adoption [as provided below]. 

(b) Descendant In Being : A descendant [wdio is later bom alive] shall 
be treated as a descendant duiiiig tiie actual period of gestation for the purpose of 
detennining [1] whether any person has died without surviving descendants, and [2] 
whether a person is entitled to share in a distribution of principal 
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All other rights for purpose of such descendant shall begin at the 
date of birth, provided stu:h descaidant in gestation is bom alive. 

(c) . Births Oat of Wedlock : Any descendant who is bora to persons out 
ofwedloci: shall notbe wJi^daed as a "descendant of such persons forpuiposes-of 
this Trust Agreement except for the following: [1] any descoidant who is bom to 
persons openly living togefoer as bu^and and wife af^ foe performance of a 
marriage ceremony between them shall be considered as a "descendant," even if a 
purported divorce of one or both of such persons wfe reference to a prior marriage 
is invalid; and [2] any descendant who wjuld ofoerwise be excluded foam benefiting 
as a "descendant” by operation of this Section shall be treated for all purposes as a 
"(foscciKianf ' i^ ami only his or her natural parents become husband and wife 
forou^ foe pei^rmanc® of a marriage ceremony between them after that child^ 
birth [or during ^station], or if any child or descendant adopts sudh cluld or 
descends^ as jm>vid£d below. 

(d) Adopted Descendants : The term "descendants" shall include for all 
purposes any person legally adopted prior to his or her attainment of foe age of 
TWENXy-ONE (21) years. 

(e) Persons nf. the. Half-Wnnd - Pwr^nns nf fhft half-Mnnd _sha» he 

treated as persons of foe whole-blood unless ofoer^e ^ecificaUy provided by fois 
Trust Agreement 

7.3. Definitioa of Per Stiroes . When fop Trust Agreement directs that any 
portion of foe Trust Estate is to be divided amoi% a decedent’s descendants on a ”per stirpes" basis, 
foe divirion into stirpes shall begiii at foe generation nearest the decedent 

7.4. Interpretation of Trust Agreement The singular shall be inte rp r e ted as 
foe plural, or vice versa, if such treatment is necessary to interpret this Trust Agreement in 
accordance with Orantor's manifest intentions. If foe feminine, masculine, or neuter gender should 
be one of foe other genders, it shall be so constmed. This Tnist Agreement has been divided into 
articles, sections, paragraphs, and subparagr^hs. Ihe interpretation of this Trust Agreement shall 
be determined ftom this Agreement in its eiUire^ wifoout regard to its divisions and headings- 

7.5. PermitioD of "Code” . The tenn "Code" shall mean the hitemal Revenue 
Cofo» of 19S6, as amended. 
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7.6. Exeention in Copateroarte . This Trust Agreement may be executed in a 
number of coimtoparts, each of which will be deemed an original. A copy of the executed Trust 
Agreement, whether conformed or photocopied, may be used for any purpose wifeout the necessity 
of producing die original counterpart 

This TRUST AGRElfllvIENT ^1 exteid to and be binding ^on all heirs, 
executors, admimstratois, legd representatives, and successors, respectively, of toe parties to this 
A^ceement, and shall he effective as of It \%c> 1999. 



UTTLE WOODY CREEK ROAD LIMITED, 
GRANTOR 
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7.6. Execution ip Coanteroarts . This Trast Agreement may be executai in a 
number of counterparts, c^li of which will be deemed an original. A copy of the executed Trust 
Agreemrat, whether conformed or photocopied, may be used for any purpose without the necessity 
of produdi® the oii^nal counteapart 

Ihis TRUST AGREEMENT shall extend to and he birring tpon all heire, 
•execuhws, administrators, legal representatives, and successors, respectively, of foe parties to this 
Agreement, and shaEbe effective as of n |^o 1999. 

pates signatures 
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EXHIBIT "A" 
INITTAl, ASSETS OF 
THE LITTLE WOODY 
MANAGEMENT TRPST 


CONTRIBDTING GKANTOR 

AND PROPERTY DESCRIPTIONS 

AGREED 

VALUE 

TRUST 

SHARE 

A EMILY ANN WYLY LINDSEY 



Cash. 

$200 

1.00% 

B. JENNIFER LYNN WYLY LINCOLN 



Cash. 

$200 

1.00% 

C. LFITIjE WOODY CREEK ROAD I.TMTTF,D 



Cash. 

$19,600 

98.00% 

D. TOTALS. 

$20,000 

100.00% 


2154502 
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Little Woody Management Trust 
SeDtember 30. 2002 

Shs/Face 

Book 

FMV 

ASSETS 




Cash 


51.754 ' 

51.754 

Utae Woody LLC 


5.254.082 

4,654,648 

Other Assets 

' — 



0 

Q- 


TOTAL ASSETS 

5.305.836 

4.706.402 

LIABJLTIES 






0 ! 

0 


TOTAL LIABILITIES 

0 

0 

CAPITAL 




Emily and Jennifer 

2.00001200% 


94.129 

Little Woody Limited 

97.999988% 


4,612.273 

TOTAL CAPITAL 

100.000000% 

5,305,836 

4.706,402 

TOTAL LIABLITIES & CAPITAL 


5.305.836 

4.706.402 
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AFTER RECORT^NG. PLEASE RFTUBN TO : 

Ms. Marta Eagram. 

Bank of America, N.A. 

901 Main Street (75202) 

P.O. Box 830301 
Dallas, Texas 75283-0301 


I,QAN ASSUMPTION AGREEMENT 


n3 


Effective Date; March 5, 2001 

Original Borrower: Little Woody, Ltd., a Texas limited partnership 

Original Borrower’s Address; 300 Crescent Court, Suite 1000, Dallas, Texas 75201 

Lender: Bank of America, N.A., a national banking association 

Lender’s Address: 901 Main Street (75202), P.O. Box 830301, Dallas, Texas 75283-0301 

Assuming Borrower: Little Woody, LLC, a Colorado limited liability company 

i^SUMlNG Borrower’s Address: 300 Crescent Court, Suite 1000, Dallas, Texas 75201 

Real Property; Lot 2, Sachs Woody Creek Exemption Plat, according to the Plat recorded 
September 6, 1983 in Plat Book 15 at Page 70 as Reception No. 255506, County of Pitkin, State of 
Colorado. 


RECTTALS : 


A. Original Borrower executed an Adjustable Rate Note (the “Note”) in the original 
principal amount of $3,900,000.00 dated April 14, 1999, payable to the order ofKatioasBank,NA. 
The Note is more fiiUy described and secured by the Deed of Trust (the “Deed of Trust”) of recorded 
April 15, 1999, at Reception No. 429938, upon and against the Real Property and all personal 
property described in the Deed of Trust (the “Property’^. The liois and security interests on and 
against the Property shall be referred to as the “Liens”. The loan transaction evidenced by the Note 
and Deed of Trust, aiul the other documents executed in connection therewith shall be referred to as 
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the “Loaa”. The Note, Deed of.Trust, guaranty ^reements, and other loan documents executed in 
connection therewith shall be referred to m ti^ “Loan Documents”. 

B. The cuirCT-t unpaid princ^ balance of tlwf Note is $3,828,706.80. 

C. Lender is the current owner andholder of dM Note and the Deed of Trust as successor 
by merger to NationsBank, N. A. 

D. Original Borrower has asked Lender to consent to Original Borrower’s conveyance 
and transfer of tire property to Assuming Borrower. lender has agreed to such assumption in 
excimnge for Ass uming Bonower’s agreement to repay fee Note and other sums owing under the 
Deed of Trust as provided in this Agreement 

Agreement : 

Now, Therefore, in consideration of the premises, and other valuable coiKideration^ fee 
receipt and sufficiency of which Original Borrower, Assuming Borrower, and Lender acknowledge. 

Original Borrower, Assuming Borrower, and Lender agree as follows: 

L Assumption . Assuming Borrower hereby assumes payment of the Note and 
performance of fee obligations of Original Borrower under the Deed of Trust and other Loan 
Documents. Assuming Borrower promises to pay to Lender, according to the terms of this 
Agreement, fee unpaid principal balance and interest on fee Note and to perfonn and comply wife 
all covenants, conditions, and obligations offee Loan Documents. Original Borrower and Assuming 
Borrower acknowledge feat as ofthe Effective Date, the unpaid principal balance of the Note is U.S. 
$3,828,706.80. Original Borrower hereby transfers and assigns to Assuming Borrower all of 
Original Borrower’s rights with respect to and interest in any funds held by Lender or held for 
Leader’s benefit for fee payment of taxes, insurance, and other charges, fees, and assessments as 
provided in the Deed of Trust, and Original Borrower releases any and all c laim s to feose fimds. 
Assuming Borrower acknowledges receipt of copies of the Note and Deed of Trust. 

2. Interest Rate . The outstanding principal balance of fee Note shall continue to bear 
interest at the rate set forth in Section 2 of the Note. 

3. Payments . The Note is due and payable as follows: Principal and interest shall be 
due and payable in monthly mstallmentsofTwenty-five Thousand Seven HundredThreeand41/l 00 
Dollars ($25 ,703 .4 1) each, payable on fee 1 st day of each and every calendar month, beginning April 
1, 2001, and continuing regularly feereafier until May 1, 2014, when the outstanding principal 
balance of fee Note and all accrued and unpaid interest shall be due andpayable in fiill. hitetest will 
be calculated on fee unpaid principal balance. Each payment will be credited first to the accrued 
interest and then to fee reduction of principal. 

4. Lender’s Waiver . In consideration of Assuming Borrower’s and Original 
Borrower’s covenants and agreements made herein. Lender agrees to waive its ri^t under the Deed 
of Tnat to declare all sums secured by the Deed of Trust immediately due and payable by reason of 
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the conveyance and transfer of the Property by Origi^l Borrower to Assuming Borrower. Provided 
however. Original Borrower and Assuming Borrower acknowledge and agree that this waiver applies 
only to this conve>^mce and transfer of die Prr^CTty ftom Original Borrower to Assuming Borrower 
and it does not apply to any future sales, conve 3 rances, transfers, or encumbrances, Lender hereby 
expressly reserving all such rights. Lender hereby releases Original Borrower from any and all 
personal liability with r^ect to the payment of the Note and performance of the obligations and 
covenants of the Deed of Trust, and Lender agrees to look solely to Assuming Borrower for fee 
payment of the Note and the pCTfbnnan<» of the Deed of Trust 

5. Defanlt . Upon defeult in fee payment of fee Note or in fee performance of Original 
Borrower’s and Assuming Borrower’s obligations under fee Deed of Trust, this Agreement, or the 
other Loan Documents, Lender may declare the entire unpaid prmcipal balance of the Note, together 
with accrued unpaid interest, immediately due and payable. Except, for any notice and opportunity 
to cure expressly set forfe in fee Note and Deed of Trust, Original Borrower, Assuming Borrower, 
and each surety, endorser, and guarantor expressly waive notice of default, notice of intent to 
accelerate, rrotice of acceleration, notice of intent to demand paymoit, demand for payment, 
presentment and notice of dishonor. 

6. Assnminff Borrower^ rnvenants. R«>resentations. and Warranties . Assuming 
Borrower agrees to continue payment of the Note as modified by this Agreement, and to perform and 
comply wife all covenants, conditions and obligations of the Deed of Trust and all other documents 
evidencing or relating to the Loan evidenced by fee Note. Any default by Assuming Borrower under 
the terras of this Agreement shall be considered a default under the terms of fee Note and Deed of 
TnKt, and Lender shall be entitled to exercise all remedies provided for in ^h instruments. 
Original Borrower and Ass uming Borrower covenant and agree wife Lender and represent and 
warrant to Lender as follows: 

(a) Good Standing . Assuming Borrower is a limited liability company, duly 
organized and validly existing under applicable stole laws and is in good standing in fee state of its 
organization and in fee State of Texas. Assuming Boirower has complied wife all conditions 
prerequisite to do business in the State of Texas. Assuming Borrower has all requisite organizational 
power and all governmental certificates of authority, licenses, permits, qualifications, and 
documentation to own, lease, and operate fee Property and its other properties and to carry on its 
business a's now conducted and as contemplated in fee fiiture. The execution of this Agreement and 
any and all other Loan Documents is within Assuming Borrower’s powers, has been duly authorized 
by all requisite action and is not in contravention of law or fee powers of Assuming Borrower’s 
limited liability company charter. Assuming Borrower shall preserve and keep in fell force and 
effect its existence, rights, franchises, and trade names. 

(fa) Authoritvand Compliance . AssumingBoTTowerhasfullpowerandaufeority 
to execute and deliver this Agreement and any other Loan Documents to be executed in connection 
herewith and to incur and perform the obligations provided for herein, all of which have been duly 
authorized by all proper and necessary action of fee managers of Ass uming Borrower. No consent 
or approval of any public authority or other third party is required as a condition to the validity of 
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this Agreement or any other Loan Document, and Assuming Borrower is in compliance witii all laws 
and regulatory requirements to which it is su^ect 

(c) BindingAereement . HiisAgieementandtheotherLoanDocumentsexecuted 
by Assuming Borrower constitute valid and legally binding obligations of Assuming Borrower, 
enforceable in accordance with their terms, and any instrument or agreement required hereunder or 
thereunder, when executed and delivered, will be similarly legal, valid, binding and enforceable. 


(d) Payment and Performance . Assuming Borrower agrees to continue the 
payment of the Note as modified by this Agreement and to perform and comply with all covenants, 
conditions, and obligations of the Deed of Trust and all other Loan Documents. 

(e) Lender as Holder . AssumingBoiroweracknowledg^, covenants, and agrees 
that Lender has succeeded to aU righte, tides, benefits, and interests of NationsBank, N A. under the 
Note and other Loan Documents, and that Lender as owner and holder of this Note is and shall be 
entitled to the benefit of all covenants and agreements of Assuming Borrower under the Ix)aa 
Documente, including without limitation any indemnities made by Assuming Borrower imder the 
Loan Documents. 


(e) Representations and Warranties . AU representations and warranties set forth 
in this Agreement and the Loan Documents, are true and correct as of die, Effective Date. Original 
Borrower is in compliance with all of Original Borrower’s covenants set forth in the Loan 
Documents. Neither Original Borrower nor Assumii^ Borrower know of any feet or condition that 
wife the passage of time or notice or both will create a breach of any such covenants or any other 
event of default under any Loan Document 

(f) Interest and Other Charges . All interest or other fees or charges which have 
been imposed, accrued or collected by Lender (including all of its predecessors) under the Loan 
Documents or in connection with the Loan through the date of this Agreement, and the method of 
computing fee same, were and are proper and agreed to by Original Borrower and were properly 
computed and collected. 

(g) Claims. Disputes. Impairments . Ass uming Borrower docs not have any 
pending litigation, tax claims, proceedings or disputes feat may adversely afiect Assuming 
Borrower’s financial condition orimpair Assuming Borrower’s ability to repay the Loan or otherwise 
perfoim its obligations under the Loan Documents. 

(h) No Offset or Claims . The indebtedness evidenced by the Note is not subject 
to any credits, charges, claims, or rights of offset or deduction of any kind or character whatsoever. 
Neither Original Borrower nor Assuming Borrower have any claims or causes of action of any kfed 
against Lender. . 

Original Borrower and Assuming Borrower acknowledge that Lender has agreed to permit fee 
assumption Note by Assuming Borrower in reliance on these covenants, repre^ntations, and 
warranties and the other covenants, representations, and warranties in this Agreement 
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7. Extension of Liens . For purposes of this Agreement and in order to secure 
repayment of die Note and all obligations and Habilities under the Loan Documents, Assuming 
Borrower does hereby grant, bargain, sell and ccmvcy in trust unto the Public Trustee of the Coimty 
in which the Property is situated, all rig^t, tHle and interest of Assmning Borrower in and to the 
Property, said grant to remain in effect until the Note has been fully paid. Assuming Borrower 
agrees dmt this Agreement shall in no way a^ct or impair the Note or the liens securing the Note, 
which Original Borrower and Assuming Borrower acknowledge to be valid and subsisting. Original 
Borrower and Assuming Borrower agrw that the liars shall not in any mmner be waived and shall 
be and remain in full force and effect until the Note has been fully paid and until Lender has released 
die Liens in accordance with the terms of die Deed of Trust. 

8. Effect of Afreement . Nothing in diis Agreement shall be understood or construed 
to be a satisfaction or release in whole or in part of the Note or Deed of Trust. All terms and 
provisions of the Note and Deed of Trust, except as specifically modified in this Agreement, shall 
re main in fill! force and effect. This Agreement is a modification of the existing Loan. Original 
Borrower, Assuming Borrower, and Lender expressly agree tiiat their intent is to modify the Loan, 
and this Agreement does not constitute and shall not be construed as a novation of the Note, the 
Deed of Trust, or any other Loan Document. Provided, however, in the event of a conflict between' 
the terms and provisions of this Agreement and those of the Note and Deed of Trust, the terms and 
provisions of this Agreement shall govern and control. 

9. Limitetion on Interest: Maximum Lawful Rate . Lender, Original Borrower, and 
Assuming Borrower intend to contract in strict compliance with applicable usury law from time to 
time in effect. To effectuate this intention. Lender, Original Borrower, and Assuming Borrower 
stipulate and agree that none of the terms and provisions of the Note and any other agreemait among 
such parties, wheflier now existing or arising hereafter, shall ever be construed as a contract to pay 
interest for the use, forfiearauce or detention of money in excess of the Maximum Lawfiil Rate. If, 
from any possible construction of any document, interest would otherwise be payable to Lender in 
excess of the Maximum Lawful Rate, any such consttuction shall be subject to the provisions of this 
Section and such document shall be automatically reformed and the interest payable to Lender shall 
be automatically reduced to the Maximum Lawful Rate permitted under applicable law, without the 
necessity of the execution of any amendment or new document. Neitiier Original Borrower, 
Assuming Borrower endorsers or other persons now or hereafter becoming liable for payment of any 
portion of the principal or interest of the Note shall ever be liable for any unearned interest on the 
pmcipal amount or shall ever be required to pay interest thereon in excess of the Maximum Law&l 
Rate that may be lawfully charged under applicable law from time to time in effect. Lender and any 
subsequent holder of the Note expressly disavows any intention to charge or collect unearned or 
excessive interest or finance charges in the event the maturity of the Note, is accelerated. If the 
maturity of die Note is accelerated for any reason, whether as a result of a dcfeult under the Note, 
or by voluntary prepayment, or otherwise, any amounts constituting interest, or adjudicated as 
constituting interest, which are then unearned and have previously been collected by Lender or any 
subsequent holder of the Note shall be applied to reduce the principal balance thereof then 
outstending, or if such amounts exceed the unpaid balance of principal, the excess shall be refunded 
to Original Borrower or Assuming Borrower as applicable. In the event Lender or any subsequent 
holder of the Note ever receives, collects, or applies as interest any amounts constituting interest or 
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adjudicated as constituting interest which would otherwise intuease the interest to an amount in 
excess of the amount permitted under applicable law, such amount which would be excessive 
interest shall be applied to tiie reduction of the unpaid principal balance of the Note, and, if the 
piinc^al balance of the Note is paid in full, any remaraing excess shall be paid to Assuming 
Bonower. In determining whether or not the interest pmd or payable under tiie specific 
contingencies exceeds tte Maximum Lawful Rate allowed by applicable law. Original Borrower, 
Assuming Borrower, and Lender shall, to the maximum extent permitted imder applicable law, (i) 
characterize any non-principal payment as an expense, fee or premium, rather than as mterest; (ii) 
exclude voluntary prepayments and the effect thereof; (iii) amortize, prorate, allocate and spread, in 
equal parte, the to^ amount of interest throughout the entire contemplated term of the applicable 
Note (as it may be renewed and extended) so that the mterest rate is uniform throughout the entire 
tern of the Note. The terms and provisions of this section shall control and supersede every other 
provision of all existing and future agreements between Lender, Assuming Borrower, and Original 
Borrower. As used in this Agreement, Lawful Rate” means the maximum non-usurious 

interest rate that at any time or from time to time maybe contracted for, taken, reserved, charged or 
received on the uhpaidptincipal dr accrued past due intercstunder applicable law and maybe greater 
than the Note Rate, the parties hereby stipulating and agreeing that the Lender may contract for, take, 
reserve, charge cff receive interest up to the Maximum Lawful Rate without penalty under any 
applicable law; and "applicable law” means the laws of the State of Texas or the laws of the United 
States of America, wWchever laws allow the greato- interest, as such laws now exist or may be 
changed or amended or come into effect in tiie future. In the event tpplicable law provides for an 
interest ceiling under Chapter 303 of the Texas Finance Code, and applicable state or federal law 
does not permit a higher interest rate, the "weekly ceiling” (as defined as Chapter 303 of the Texas 
Finance Code) shall be the rate ceiling, subject to any right Lender may have in the future to change 
the method of deteimining the Maximum Lawful Rate. 


10. Participation or Sale of Loan . Leader shall have the ri^t to sell the Note or 
participation interests in the Note. Assuming Borrower and Original Borrower shall execute, 
acknowledge and deliver any and all instruments requested by Lender to satisfy such purchasers or 
participants that the unpaid indebtedness evidenced by the Note is outstanding upon the terms of the 
provisions set out in the Loan Documents. Lender shall have the right to disclose in confidence such 
financial informatibn regarding Assuming Borrower and/or Original Borrower or the Property as 
may be necessary to complete any sale or attempted sale of the Note or participations or attempted 
participations in the Loan, including without limitation all Loan Documents, financial statements, 
projections, internal memoranda, audits, reports, payment history, appraisals and any and all other 
information and documentation in Lender’s files relating to Assuming Borrower, Original Borrower, 
and the Prcjperty. 

11. Further Assurances; Expenses . AssumingBorrowerandOriginalBorrowera^e 
to execute and deliver to Lender, promptly upon request from I-ender, such other and fur&er 
documents as may be reasonably necessary or appropriate to consummate this transaction or to 
perfect and/or renew and extend the Liens or to correct any clerical, administrative or other errors 
found in any Loan Documents or this Agreement. Assuming Borrower agrees to promptly reimburse 
Lender for all expenses incurred by Lender in connection with the preparation, execution, and 
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recording of this Agreement, including without fimitation attorney’ s fees, premiums or fees for title 
insurance policies or endorsements, and recorfing fees. 

12. Release and Waiver of Claims . Inconsiderationof(i) the assumption of die Note, 
as herein provided, and (ii) die other benefits receivedby Original Bonower and Assuming Bono wer 
hereunder. Original Borrower and Assuming Borrower faweby RELEASE, RELINQUISH and 
forever DISCHARGE Lender, as well as its predecessora, successors, assigns, agents, officers, 
directors, employees and representatives, of and firom any and all claims, demands, actions and 
causes of action of any and every kind or character, past or present, which Original Borrower and/or 
Assuming Borrower may lave against Lender and its predecessors, successors, assigns, agents, 
officers, directors, employee and representatives arising out of or with respect to (a) any right or 
power to bring any claim agair^t Lender for usury or to pursue any cause of action gainst Lender 
based on any claim of usury, and 0>) any and all transactions relating to the Loan Documents 
occurring prior to the date hereof, inchid^ any loss, cost or damage, of any kind or character, 
arising out of or in any way coimected with or in any way resulting from the acts, actions or 
omissions of Lender, and its predecessors, successors, assigns, agents, officers, directi^, ranployees 
and representatives, inclinling any breach of fiduciary duty, breach of any duty of fair dealing, breach 
of confidence, breach of fiinding commitment, undue influence, duress, economic coercion, conflict 
of interest, n^igence, bad faith, malpractice, intentional or negligent infliction of mental distress, 
tortious interference with contractual relations, tortious interference with corporate governance or 
prospective business advantage, breach of contract, deceptive trade practices, libel, slander or 
conspiracy, but in e^h case only to the extent permitted by applicable law. 

13. AppT.TrAm,KLAW . Tms Agreement, other than the provtsions hereof that 
RELATE TO THE DEED OF TRUST, AND THE NOTE SHALL BE GOVERNED BY AND CONSTRUED IN 
Accordance With The Laws Of The State Of Texas And The Laws Of The United States 
Of America Applicable To Transactions In Texas. The provisions hereof that relate to 
THE Deed of Trust and the Deed of Trust shall be governed by the Laws of the State of 
Colorado. 

14. Miscellaneous . ThisAgreementshallbebindinguponandinuretothebenefitofthe 
respective heirs, successors and assigns of Lend^*, Original Borrower, Assuming Borrower, and, if 
applicable, any guarantor, subject to any limitations in die Loan Documents concerning the sale or 
other transfer of the Property. Whenever used herein, the singular number shall include the plural 
and the plural the singular, and the use of any gender shall be applicable to all genders. The 
captions, headings, and arrangements used in this Agreement are for convenience only and do not 
in any way affect, limit, amplify, or modify the terms and provisions hereof. In the event any one 
or more of the provisions contained in this Agreement, or in any other instrument referred to'herein 
or executed in connection with or as security for flie Note shaD, for any reason, be held to be invalid, 
ille^, or unenforceable in any respect, such invalidity, illegality, or unenforceabiHty shall not affect 
any other provision of this Agreement or any such other instrument. 

15. Special Notices . The Loan Evidenced By The Note is Payable in Full On 
May 1, 2014. You Must Repay The Entire Principal Balance Of The Loan And Unpaid 
Interest Then Due. LenderIs Unt^rNo Obligation To Refinance The Loan At That Time. 
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Y0UWE.L,THERBFORE,BEREQUEREDToMAKEPAYMEKrOUTOFOTHER.ASSETSTHATYOUMAy 
Own, Or YouWillHaveToFindALendbr, Which MayBeTheLenderYouHave THIS Loan 

With, Weiing To Lend You The Money, If You Refinance This Loan At Maturity. You 
May Have To Pay Some Or All of TBb Closing Costs Normally Associated With A New 
Loan Even If You Obtain Refinancing From the Same Lender. 


This Wriiten Loan Agreement, Togetoer With the Loan documents As Amended 
Hereby, Represent The Final Agreement Between The Parties And May Not Be 
Contradicted By Evidence Of Prior, Contemporaneous, Or Subsequent Oral 
Agreements Of The Parties. There are No Unwritten Oral Agreements Between 
The Parties. 


EXECUTED this ^ day of Maroh, 2001, to be effective March 5, 2001 . 

AS.SUMTNG Borrower : 


Little Woody, LLC 

(a Colorado limited liability company) 


Charles J. Wjdy, Jr., Manager 


Little Woody, Ltd. 

(a Texas limited partnership) 

Charles J. Wyly, Jr., Trustee of The Charles J. 
Wyly, Jr. Revocable Trust created by instrument 
dated June 12, 1987, Its General Partner 
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Lender : 

Bank of America, N.A. 

(a national banking association) 




Bv : (/ M (V . 

Name: Q. 

Title: \jT(LL^^^ 


Assuming Borrower’s Acknowledgement : 


STATE OF TEXAS 
COUNTY OF DALLAS 


§ 

§ 

§ 


Tliis instrament was acknowledged before me this ^ day of March, 200 1 , by Charles J. 
Wyly, Jr., Manager of Little Woody, LLC, a Colorado limital liability company, on behalf of said 
limited liability company. 





^1 

Name:. 

Ljps.\A| Ox. A^ 

^y\]oQJVj^ 


My Commission Expires:, 




Original Borrower’s AcKNOwLEDGEVffiNT : 

STATE OF TEXAS § 

§ 

COUNTY OF DALLAS § 

This instrument was acknowledged before me this day of March, 200 1 , by Charles J. 

Wyly, Jr., Trustee ofThe Charles J. Wyly, Jr. Revocable Trust created by instrument dated June 12, 
1987, as Geiwral Partner of Little Woody, Ltd., a Texas limited partnership, on behalf of said limited 
partnership. 


j. LESl^ J. ATTENBERGSt | 
I MY COMMISSION EXPIRES 
JIAY27,«504 





Name: ^ 

ir- A 



aryrublic- bclte 01 iexas . i 

My Commission Expires: ZTuJfU 
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STATE OF TEXAS § 

§ 

COUNTY OF DALLAS § 


This instrument was acknowledged before me on March , 200 1 , by 

of Bank of America, N.A., a 

national banking association, on behalf of said association. 


Name:^ 

Notary Public - State of Texas 
My Commission Expires: 
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MTaNAGER^S CERTIPrCATE 


This Manager’s Certificate (this “Certificate’^ is executed by Charles J. Wyly, Jr., Manager 
of Little Woody, LLC, a Colorado limited liability company (the “Company”) for the benefit of 
Bank of America, N.A., a n^onal banking association (“leader”). 

I, Charles J. Wyly, Jr., Manager of the Con^any, do hereby certity to Lender the following: 

1 . The Company is a duly organized Colorado limited liability conqjany and is validly 
existing under the laws ofthe State of Cotorado. There are no proceedings pending forthe forfeiture 
of the Company’s Certificate of Organization or for the Company’s dissolution, voluntarily or 
involuntarily. The Company is duly qualified and in good standing in all other states in which it is 
doing business and in which it is required to be qualified. 

2. The Company has paid when due all fianchise and all odwr taxes required to maintain 
its existence as a Colorado limited liability company and no such taxes are delinquent All tax 
returns required to be filed by the Company in any jurisdiction have been filed and all taxes, 
^sessments, fees, and odier governmental charges upon the Company or upon any of its jmsperty 
haw been paid prior to the time that such taxes could give rise to a lien on any such property. There 
is no tax assessment against the Company and there is no basis for any such assessment. There are 
no actions, suits, or legal, equitable, arbitration, or administrative proceedings pending, or to file best 
knowledge of the undersigned threatened, against the Company which, if Aversely determined, 
would have a material adverse effect on the validity or enforceability of any obligation of the 
Coirq)any to Lender or five financial comiition or business operations of the Corporation or could 
otherwi^ impair the ability of the Company to perform its obligations to Lender in connection wifii 
file Loan. 


3. The Company has the power and authority to conduct its business as it is now 
conducted and to own all of its property, including without limitation afi property, real and personal, 
described in any deeds of trust and security agreements executed by the Company in connection with 
file Loan. All documents and agreements executed or to be executed by the Company in connection 
with the Loan (a) are within its organizational powers, (b) have been duly authorized all necessary 
company action, (c) do not contravene its charter, regulations, or any other law or governmental 
regulation, and (d) do not contravene any contractual restriction binding on or affecting the Company 
or any of its property. To the best knowledge and belief of the undersigned, all documents and 
agreements executed or to be executed by the Company in connection with the Loan are, or will be 
when executed and delivered, legal, valid, and bindu^ obligations of the Company, enforceable 
against file Company in accordance with fiieir terms (except to the extent enforceability may be 
limited by applicable bankruptcy, insolvency, reorganization, moratorium, or other laws or equitable 
principles from time to time in effect which generally affect the enforcement of creditors’ ri^s and 
remedies). 

4. The undersigned manager is file keeper ofthe records andminutes of the fffoceedings 
of the managera and members of the Company. There is no provision ofthe Articles of Organization 


MANACER’SCERXIFiCATS 


Pag* I 


LitUeWMMiy.LLC 


Con£i<lenti&X Treatment Seguested 


BA 14399' 


4862 


TCT/26202S5:2^-28^I 


111 li 111 111, nil! Ill III 

452206 03/08/2001 11.07R 'erti'iC DHVlJ ML™ 
2 ef 3 R 15. M D 0.80 N 0.(W PITKIN C04SfTy CO 


or Regulations of the Company limiting the power of the managere to pass the resolution set forfti 
below and the same are in confonnity wifli the provisions of such Articles of Organization or 
Regulations. 


5. The following is a trae and conast copy of the resolutions adopted either (a) at a 
meeting of the Company’s managers, vdiidi meeting was duly called and held in accordance with 
the law and the Company’s Regulations, and at which meeting the managers duly and legally passed 
and adopted the following resolutions, c» (b) a unanimous consent in writing of all managen, 
which unanimous written consent was and is in the form required by and in conformity with the 
Regulations of the Company and the law. The following resolutions have never been modified, 
rescinded or repealed, and are now in fuB force and effect 

Whereas, the Company desires to acquire the real property described as follows (the 
“Property”): 

Lot2, Sachs WoodyCreekEkemptionPiat, accordingtothePkt 
recorded September 6, 1983 in Plat Book 15 ^ Page 70 as Reception 
No. 255506, County of Pifldn, State of Colorado. 

Whereas, the consideration for such acquisition being tire Company’s assumption 
of an existing loan (die "Loan”) in the original principal amount of $3,900,000.00 
from Bank of America, N.A. (“Lender”) to Little Woody, Ltd. and which Loan is 
evidenced by the Adjustable Rate Note dated April 14, 1999, executed by Little 
Woody, Ltd. and payable to the order ofNationsBank, N.A. (the “Note”), which Note 
is held by Lender successor by merger to NationsBank, NA.., and which Loan is 
secured by a deed of trust lien and security interests upon and against the Property; 

Resolved, the Managers have determined that the Company can expect to derive 
significant benefits, directly or indirectly, from the assumption of the Itoan by the 
Company; 

Resolved, friat the Managers have determined that it is in the Company’s best 
interests for the Company to acquire the Property, to enter in to the borrowing 
relationship with Lender, and to assume the Loan; 

Resolved, that the Manager of the Company is hereby authorized and directed to 
take all actions, including without limitation the making and executing on behalf of 
the Company of any and all notes, deeds of trust, mortgages, security agreements,' 
assignments, loan assumption agreements, financing statements, loan agreements, 
and odier documents, agreements, certificates, and instruments requested by Lender 
and deemed appropriate by the Manager in connection with the with the Loan and the 
assumption thereof; 

Resolved, that all such instruments which may be executed by the Manager on 
behalf of the Company, or any other officer authorized by the foregoing resolutions. 


MANAOER'S CESTIPICATE 
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executed in the accomplishment of any action or actions so authorized, be and they 
shall be considered ^ being the act of die C<»npany, irrespective of whether or not 
there is afBxed to such instrument fte attestation of the Company's Secretary or 
another manager or the Company's seal; 

Resolved, that all acts, transactions, and/or agreements undertaken prior to the 
^option of these Resolutions by any managers, members, officers or representatives 
of the Company in its name and for its accounts with Lender in connection wifo die 
foregoing matters are hereby ratified, confirmed, and adopted by the Company; 

Resolved, that the Manager of the Company is hereby authorized and directed to 
certify these Resolutions to Lender and to deliver such other certifications as maybe 
reqpKisted by Lender in connection herewitii; and 

Resolved, that Lender be promptly notified in writing by the Manager or any other 
officer of the Company of any change in these Resolutions, and until Lender has 
actually received such notice in writing. Lender is authorized to act in reliance on 
these Resolutions. 

6. The Managers of the Company as set forth below have been duly electedandqtialified 

and as of the <kte hereof hold the office of Manager with the Company specified below. The 
signatures set forlla beside each such Manager's name is the true signature of such person. 


1 Typed Name 

Signature 

Charles J. Wyly, Jr. 


t. ^ 


7. Attached hereto as Exhibit “A" is a true and correct copy of the Company’s Articles 

of Orgamzatton. Attached heteto as Etihibit “B" is a true aud correct copy of the Company’s 
Regulations. 

EXECUTED this 3 day of March, 2001, by Charles J. Wyly, Jr., Manager of the Company. 


larles IT Wyly, Jr., Manager 


Subscribed To and Sworn before me, foe undersigned authority, this ^ day of March. 
2001, by Charles J. Wyly, Jr. 


V LEa.EY J. ATTENBER6ER 

MY COMMfSSKW EXPIRES 
AA.Y27,2004 



Notary ^blic - Si 

LjeMey 
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Bank of Amenta 


Bank of America, NA. 
P.O. Box 798 
Wichita. KS 67201 



Account Reference Inforraatian 
Account Niiinber:^ 

Tax ID Nuraber; 

E 0 0 C Kiiclositrcs D 
Statement Period 
03/01/01 tiiroueli 03/31/01 


00002856 I AV 0.253 32 31090 001 $01999 I 3 

LITTLE WOODY MANAGEMENT TRUST 
300 CRESCENT CT STE 1000 
DALLAS TX 75201-7852 


m^mmm ~ Redacted by the Permanent 
Subcommittee on Investigations 


Customer Service: 

Bank of America, N.A. 

P.O. Box 798 
Wichita, KS 67201 

Toll Free l.888.BUSINE^(1.888.287.4637) 


Page 1 of 2 



Account Summary Information 


Statement Period 03/01/01 through 03/31/01 


Number of Deposits/Credita 3 

Nianber of Withdrawala/Debits 3 

Number of Deposited Items 0 

1 . ^^ber of Enclosures 0 

Number of Days in Cycle 31 


Statement Beginning Balance 
Amount of Deposits/Credits 
Amount of Withdrawals/Debits 
Statement Ending Balance 

Average Ledger Balance 
Service Charge 


0.00 

4.591.836.00 

4.500.012.00 
91,824.00 

88,861.93 

0.00 


Deposits and Credits 


03/02 4,500,000.00 Wire Type:Fed ^ bate:010302 Time:0907 

Fed Baf:00192€ SoqK)10302003523 

Orig:Little Woody Creek Pmt Det:Little Woody Manag 
Ement Trust 0 LitUe Woody C 

Reek Road Limite^roti^Dmmng BankrCitthank Na 
03/02 45,918.00 Funds Transfer Credit 

" Fde. Net 000114S NBKAeyS ^ 

03/02 45,918.00 Funds TVonsfer Credit 

Fdes Ntx 0001143 NBKA6Y3 


904003029003523 


945003021450071 

945003021450083 


Other Debits 

Withdrawals and Debits 


F * 




03/02 

4,500,000.00 

Funds Transfer Debit 

Fdes Ntx 0001145 NBKA6Y3 

945003021450066 


10.00 

Wire Transfer Fee 

904003020003339 

0’’"'2 

2.00 

Wire Transfer Fee 

904003020003340 



Permsnent Subcomminee on Investieations 
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c.,u^f>mitBtteeo 


Bankof America 

FSCllOOl 


ADVICE OF DEBIT 



AHOUNTs * 4 r 500 | 000 ^ 0 ^^ 
account NUMBER: ■■■■■■V 
FUNDS TRANSFER DEBIT 


DATE: OS/02/81 


prepared by* 

CO NO: 0099 DEPT NO* OOOllAS 


REKRENCE NO. 

5223 

ESI 

H333H 


ACCOUNT MO. 

DR/CR 

AMOUNT 

niopn 

M 

■I 

WM 

MM 


CREPJT, , 

<‘i,5oa.a,ini.»a 


CITIBANK NA /0R6-IITTLE WOODY CREEK ROAD LTD PO BOX 175 12>14 FINCH R0AD>D 

BK AMERICA TX /CTR/ZNS"BANK OF BERMUDA (ISLE OP MAN) LTD ATTN OLIVER WEBSTER 
13 13 HILL ST.. DOUGLAS IN 99 IPV ISLE OF MAN. BRITISH ISLES /AC-^^^MbNE-L 
ITTLE WOODY 

MANAGEMENT TRUST 0BI*B/0 LITTLE WOODY CREEK ROAD LIMITED IHIT 


LITTLE WOODY MANAGEMENT TRUST 
300 CRESCENT CT STE 1000 
DALLAS, TX 75201-7852 


BankofAmerica ^ 


P.O. Box «3000-7IS4. Danai TftKat 7S283 

WIRE TRANSFER ADVICE 

'IF ASSISTANCE ON ^HIS TRANSACTION li NEEbEO, CONTACT OUR &EPARTMiNT At 


p»rmanent Subcommittee ob lavestigatioas 

EXfflBIT#66-FN1137 


CONFIDENTIAL 

SEC100013501 

PS100025368 






March!, 2001 


. = Redacted by the Peimanent 
Snbcommib**** Investigations^ 


Marta Engram 
Bank of America 
901 Mam street, 19“ Floor 
Dallas, Texas 75202 


Dear Marta: 

Please wire funds as follows: 


Amount: $4,500,000.00 


From: Little Woody Management Trust 



To: Lmle Woody, LLC 



Reference #: Q103<P3 


Please cal! me at2l4/8 


f you have any questions. 


Sincerely. 



300 CRESCEN T COURT, SUITE lOOO » DAtUS, TEXAS 75201-7852 

Permanent Subcommittee on iDvestieatioDS 

EXHIBIT #66 - FN1137 
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Buie of Aneika, NA. 
F.O. Box T36 
Wieldt*. KS 67201 


Aeeotmt Befereneo 
Account Nundienfl 
Tu ID KuBbcR T 
E 0 DC B&cIok 
Statemeit Petlad 
03/01/01 limucii 03/31/0! 


02 * 9 » S«»»» t » I 

LITTLE WOODY, LLC 

300 CRESCENT CT STE 1000 

DALLAS TX 7520X-78S2 

Costomer Serried 
Bask of An^ea, NA. 

P.O. Box 798 
Wichita, ES 67201 

Ton Fno 1.8883USINESS(1.888.2ffr.4637) 


Page 1 of 2 


Basiiiess Econoniy Checlciiig. 

Aecomtt SmamaiT Xnfbnsation 


Statszseot Period 03/01/01 through 03/31/01 
Ktusber of D^^ts/Credits 1 

Nontber of WiUidrawalsA>ebits 7 

hftB^er of Deposited Items 0 


Statement Bapaiang Balance 
Amount of Depoats/Credits 
Amount of Wichdrawala/Debita 
Statement Ending Balance 


0.00 

4,500,000.00 


192,763.17 


Kumber of Enclosurea 
Num^ of Days in Cycle 


0 Average Ledger Balance 796,201.41 

31 Service Cha^ 0.00 


Deposits and Credits 


Date 

Posted 

Atoount 

Description 

Bank 

Reference 

OS/02 

4,600,000.00 

Funds Transfer Credit 

Fdes Kts 000U45 NBEA673 

945003021450067 



Withdrawals and Debits 


Other D^s 




Date 

■Posted 

Amount. 

Description 

Bank 

Reference 

03/05 


Wire IVpetFed Out Date:010305 Tiiae:1613 

Fed B^003091 8^10305016493 

BnfiStewart Title Of Asp Pint Det:Stew^ Title Of 

Aspen Rma Bnf BkAlpins Oleawood S 

904003069018493 

03/05 

03/05 

03/14 

35.00 

100 

646,339.00 

Wire Transfisr Pee 

Wire Transfer Fee 

Funds Tranriar Debit 

Fdes Ktx 0001145 NBEOVW8 

904003050017015 

904003050017016 

945003141460080 


I Permanent Subcommittee on iDvestigations 
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Bank of America, N,A. 
P.O. Box 796 
Wichita. KS 67201 


H 

Aceonnt Refer e pee latortaatioB 

Accouat 

Tax ID 

E 0 0 C 50 

Statement PBrinri 0303269 

l!!VU3/fll through (WSI/Ol 


QZ699 »0) $CH99» I 3 

LITTLE WOODY LTD 

300 CRESCENT CT STE 1000 

DALLAS TX 75201-7852 


= Redacted by the Pemi^ent 
Subcommittee on Investigations 


Castomer Service: 

Bank of America, N.A. 

P.O. Box 798 
Wichita. KS 67201 

Toll Free 1.888.BUSINESS{1.888.287.4637) 


Page 1 of 3 


Simple Anulyris Bp$lness Checking 


Account Summairy Information 


Statement Period 03/01/01 through 03/31A)l 


Number of DepoatBAHreditB 2 

Number of Withdrawak/Dehits 9 


Number of Enclosures 7 

Number of in Cycle 31 


Statement Beginniag Balance ^,283.76 

Amount of DeposiwCredits 4,289,566.83 

Amotmt of Withdrawals®ebtts 3,812,109.77 

Statement Ending Balance 624.740.^ 

Average Ledger Balance 818,804,03 

Serrice Charge 6.17 


Depoeits and Credits 




Bank 

Posted 

Amount Description 

Reference 


646,339.00 


Fdes Ntx 0001145 NBKOVW8 
Funds TVassfer Credit 
Fdea Ntx 000U45 NBKOVW8 


945003141450081 


Withdrawals and Debits 


Cheeks 


Cheek 

Number 

Amount 

Date 

Posted 

Bank 

Reference 

Check 

Number 

Amount 

Date 

Posted 

Bank 

Reference 



03/13 

813009130306760 

1516 

119.00 

03/21 

813008230096239 


6.00 

03/21 

813009230009566 

1617 

139.14 

03/22 

813009230221028 


121.00 

M/29 

613008230803416 

1618 

398.56 

03/28 


1515 

1,229.50 

03/20 

813009230372296 
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Bank of America, N.A. 
P.O. Box 798 
Wichita, KS emi 


H 


Aecoimt Referen ce Information^ 

Account Kumberj|||||||||||||||M|B 

Tax ID 

E 0 0 C Enclosure 7 50 

!%ate»ejit Parioti (t!f)J2!10 

03/nyoi through OS'.WOl 


LITTLE WOODY LTD 


= Redacted by the Permanent 
SnWinmmittee on Investigation^ 
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ll simple Analysis Business Checking | 



Withdrawals and Detuts - Contimied 



other Debits 





Date 

Posted 

Astount 

Description 


Bank 

Reference 

03/lS 

03/22 

03/30 

3,690,511.59 

100,000.00 

6.17 

Wire Type:Fed Ont Dat8d)10313 Tima:15ff7 

Fed Re£002462 8^:010313015489, 

BnfrNationalFinaiuial S Pmt DetrNational Financia 

L Services tHBiBlw21 Bnf Bk:Chase Nyc 

Funds Tran^r Debit 

Fdes Ntx 0001145 NBKA6Y3 

Overdraft Interest Chai^ 


904003138015489 

94500322145(K393 



Daily Le^ier Balances 



1 Date 

Balance 

Date Balance 

Date 

Balance | 

03/0i 

03/09 

03/13 

03/14 

47.283.76 
3,690 51159 
19,578.81- 
626,760.19 

0^20 625,530.68 

03/21 625,405.69 

03/22 525.266.55 

03/28 524,867.99 

03/29 

03/30 

624,746.99 

524,740.82 


Confidential Treatment Requested 
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Investment Advisory Agre<»nent, the Adviser reotves an annual fee computed daily and paid mondiiy 
based at an annual tan: equal to 0.40% of die Fund’s average daily assets. The Adviser may> fecHn 
time to time, voluntarify waive all or a portion of its fees payable under the Advisory Agteemenc. 

The Adviser, a whoUy-owned subsidiary of The Chase Manhattan Corporation, a regisotted bank 
holding oimpany, is a commerdal bank offmng a wide range of bmdeing and investment service to 
customers throughout the United States and around the world. Its headquatters are at One Chase 
Manhattan Haaa, New ^rk, NY 10081. As of Jtmc 30, 1992, it was one of the largest commercial 
banks in the United States, widi assets of $75.3 billion, loans of $47.5 biUion and deposits of $56.7 
btllioQ. At June 30i 1992, The Ouse Manhattan Corporation was one of the largest bank hdding 
company m the United States, havir^ total assets of approodmately $97.4 billion. As oi Deormb^ 31, 
1991, *1^ Chase Manhatron Corporation through various subsidiaries provided personal, corporate and 
instimtitmal investnurot management services for approximately $22.3 bilUon in assets, of which the 
A^iser provided investment taanagem«it services to pottfeiios containing appcxxximacdy $14.9 billion 
in assets. The Adviser, including its predecessor organizations, has over 100 ^ars of money management 
experience and renders investment advisory services to others. Also included amoi^ the Adviser’s 
accrounts rue commin^ed trust hinds and a broad spectrum of individual crust and investment 
management pc»tfelios. These aaxMincs have vtuying invescmecc ot^eedves. 

Certain Relationships fluid Activities. The Adviser and its affiliates may have deposit, loan and 
other commercial banking ^ationships with the issuers of seatrides purchased cm behalf of die Fund, 
including outstanding loans to such issuen which may be repaid in wl^ or in part with the proceeds of 
securities so purchased. The Adviser and its affiHari^ deal, trade and invest for their own acomnts in U.S. 
Gomnmenc obligacfens, immidpal obligacions and commemial paper and are among die Icadii^ dealers 
of various types U.S. Government cffiligations and municijMl obligations. The Adviser and its affiliates 
may sd! U.S. Government obligations and municipal obl^dons to, and purchase them from, other 
mvestment companies sponsexed by die Distributor or affiliates of the Distributor. The Adviser will not 
invest the Fund's assets in any U.S. Government obligations, municipal obligations or cornnKreUi paper 
punhastd from icadf os any affiliate, although under ceemin circumstances such securities may be 
purchased horn t^her memb^ of an underwriting syndicate in which the Adviser or an affiliate is a non- 
principal member. This resmerion may limit rhe amount <«■ type of U.S. Government obligations, 
municipal obligations ot commercial paper available to be purchased by the Fund. The Adviser has 
informed the Fund that in making its investment decisions, it does not obtain or use material inride 
information in the possesriem of any ocher division or department of the Adviser, including the division 
chat peefonm services for the Fund as Custodian, or in the possession of any affiliate of the Adviser. 
Shareholders of the Fund are noriSed chat Chase luid its affiliates may exchange among themselves 
ceruun infoimarion about the shareholder and his acoiunc. 

The Admialstrator 

Pursuant to an Admmistrarion Agteemenc, dsu:ed as of January I, 1989 <che "Administtacion 
Agreement'*), Chase lincoln First Bank, N.A. serves as adminisenitor of rhe Fund. The Administraror 
provides certain admiiuscracive services, including, among ocher responsibilities, coordinating relation- 
ships with mdependcnc contractocs and i^^ts; preparing for signature by officers and filing of certain 
documents required for compliance with applicable laws and r^mlarions excluding those of the securities 
laws of the various states; preparing finaodal statements; arranging for the maintenance of books and 
records; and providing office facilities necessary to catty out the duties thereunder. ‘The Administrator 
teceives from the Fund a fee computed daily and paid monthly at an annual race equal to 0. 10% of the 
Fund's average daily net assets. The Administrator may, from time to time, voluntarily waive all or a 
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Bank of America, N.A. 
P.O. Box m 
Wichita. KS S7201 


H 

Accmzzit Referen ce Informaaon 
Acco\mt Nansen Mgmjimmigm 
Tax n> Number; 

E 0 0 C Eoclosures 2 S} 

StatemeDt Period 0340798 

(MA)3/0I throng) (WSWOl 


LITTLE WOODY LTD 


= Redacted by the Permanent 
Subcommittee onJnyestig^iOT^ 
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1 

Simple Analysis Bosiness Checking 

1 

Other Debits 

Withdrawals and Dd)Us > Continued 




Bank 

Posted 

Amount Description 

Reference 


04/17 

965,^0.00 

Funds Tramfer D^t 

Fdea Nte 0001145 NBRASYS 

946004171460007 

04/17 

965.KO.OO 

Funds Transfer Debit 

Fdes Nte 0001145 NBKA6Y3 

9450&fi71«0(X)9 

04/17 

965,250.00 

Funds Transfer Delrit 

Fdes Ntx 0001145 NBKA6Y3 

945004171450047 

04/17 

866,250.00 

Funds Transfer Debit 

Fdes Ntx 0001145 NBKA6Y3 

945004171450046 

04/17 

429,000.00 

Funds Transfer Debit 

Fdes Ntx 0001145 NBKA6Y3 

946004171450003 


Daily Le^«r Balances 


I Date 

Balance 

Date 

Balance 

Date 

Balance | 

04/01 

624,740.82 

04/16 

4,167,76114 

04/27 

2,290.35 

04/02 

526,261.34 

04/11 

2.761.14 
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March 22, 2001 


= Redacted by the Permanent 
Subcommittee on Investigations 


Marta Engram 
Bank of America 
901 Main Street, 19* Floor 
Dallas, Texas 75202 


Dear Marta; 

Please wire funds as follows: 


Amount: 

From: 

To: 

Reference #: 


$100,000.00 
Little Woody, Ltd. 



0103 1 




Please call me at 214/9 


you have any questions. 



300 CRESCENT CO URT, SUITE 1000 • DALLAS. TEXA S 75201-7852 

I Permanent Subcommittee on Investigations I 
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= Redacted by the Permanent 
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From: 

Sent: 

To: 

Subject: 


Keeley Hennington 
Tuesday, Augi^M4^200^^^M^ 
Lara Haskins { 

RE: Two Miie 


AtUichments: Doc Link.htm 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennir.gton/htst on 08/14/01 10:10 AM 

Andrea Westbrook 
08/14/01 09;54 AM 

To: Keeley Hennington/ 

Subject: RE: Two Mile 

Below are the wiring instructions for Sport Horses and Little Woody Mgmt 
Trust: 

Bank of America 
ABA# 111000025 

Acct Name: Starca^^^orse Properties, Inc- 

■Hmndp 


Bank of America 
ABA# 111000025 

Acct Name: Little Woody Management Trust Acct No.: 


Can 


Keeley Hennington 
08/14/01 09:45 AM 

To: Andrea Westbrook/ 
cc : 

Subject: FE: Two Mile 
you please get these to Lara — 


Thanks 


Permanent Subcomirattee 00 Investieations 
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. = Redacted by the Permanent 
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The preceding e-mail message {inciuding any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s ) . If you are not an Intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennir.gton/htst on 08/14/01 09:51 AM 

Lara Haskins 
08 / 14/01 09:4 

To: khennington 
cc : 

Subject: RE: Two Mile 




Also, can you confirm the wiring instructions for Sport Horses and Little Woody Management 
Trust . 

Than)cs 

Lara 

Original 

k h e n n i n gt o n 
Sent: Tuesday, 

To: Lara Haskins 

Cc: mboucherMjjjjll^lHA jfrederlck 
Subject: RE : 



Lara - The S200,000 is for Little Woody. You should be getting an e-mail from Jana this 
morning on cash needs for Two Mile. FYI - Jana has taken over the accounting for Two Mile 
Ranee and Cottonwood from Rena so future e-mails will come from her. I believe the cash 
needs for Two Mile are $1,000,000. Sorry for all the requests - they ail just seem to be 
hitting at the same time. 

Keeley 


The preceding e-mail message (including any attachments) contains Information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient (s) . If you ate not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


Lara Haskins 



Confidentiai 
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I = Redacted by the Permanent 

I Subcommittee on Investigation 



Subject: RE: Two Mile 


08/14/07 
09; 13 AM 


Keeley, 


Are you meaning Two Mile Ranch rather than Little Woody Limited? I spoke to Michelle B 
this morning and will be recommending the movement of funds but before I do I just wanted 
to clarify this. I wlil also be recommending the Sport Horses money be sent. I hope you 
will get this tomorrow. 

Thanks 

Lara 


-Original Messa ge- 
khennlngton^m 


From; 

Sent: Friday, August 10, 
To: Lara Haskins,^ 

Cc: mboucher®'^ 

Subject: Two Mile 


2001 2:39 PM 


Lara - 

We need $200,000 deposited into the Little Woody Mangement Trust account by Little Woody 
Limited. Can you take care of this for us? 

Thanks 

Keeley 


The preceding e-mail .message (including any attachments) contains information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient <s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 
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From: Keeley Hennington 

Sent: Thursday, August 16, 2001 8:17 AM 

To: Andrea Westbrook 

Subject: Little Woody Management Trust 


FYI 


The preceding e-raail message {including any attachments) contains information that may be 
confidential, or constitute non-public information. It Is Intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


• Forwarded by Keeley Hennington/htst on Q8/16/01 09:24 AM — 


Lara Siaskins <ihaskins 
08/16/01 08:55 AM 


To5 khenningtoniSl 
Subject: Little Woody Management Trust 



Keeley, 

I received confirmation today that the funding of S200K for the above Management Trust has 
been instructed as of today. Again, there are some internal transfers that are to be 
effected prior to funds being wired, so 1 expect you should be in receipt of funds 
tomorrow . 

Thanks 

Lara 


I Permanent Subcommittee on lDvcsti2«tioDS 


Confidential 
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= Redacted by the Permanent 
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From : Andrea Westbrook 

Sent: Monday, February 

To: "Michelie Boucher’ 

Sublect: Re: Littte Woody Mgmt 


That, would be great . 


"Michelle Boucher" < 
02/11/02 01:19 PM 



To: <awestbroolc^ 

Subject: Re: Little Woody Mgmt 


This is fine, would you like 
Michelle 

Original Message - 

From: owestbroo 
To: <inboucherQ< 

Co: <khennington@’-,_^- 
Sent: Monday, February 11, 2002 12:00 PM 
Subjects Little Woody Mgmt 


to send another $200K? 


> I am in need of funding for Little Woody Mgmt Trust. I have property 
taxes 

> due at the end of February of approx. 517it. The last contribution was 

> in Aug ‘01 in the amount of S200k. It carried us through almost 7 months. 

> Please advise on the availability of funds. 

> 

> Thanks! Andrea 


Confidential 

SEC„ED0000461 1 
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From: 

Sent: 

To; 

Subject: 


Keeley Henningtan 
Monday. Jul y 15, 2002 3:27 PM 
MBoucher@^||||^|||B^; Margot Maclrv^ 
FDV and LWLLC 


Based on the last e-mail on 5/29 Charles approved $210,000 per month for Transfinlty and 
$ 200,000 per month for Seranin. We need to fond the following for rest of July - $ 110,000 
Transfinity, $ 100,000 Seranin. So, depending on how cash looks - you can either send just 
the $ 210,000 or $ 620,000 to take us through August 31st. Michelle - you may want to send 
just the $ 210,000 now since it is more immediate and wait to have another discussion with 
Donnie and Charles on the remaining funding and then you could fund a couple of months. 

All the Elegant related items have been paid 

- peaceful disposticn and loan payoff so these should be the only items going forward. 
Little Woody is to cover mortgate, operating etc till year end 
Let me know what it is looking like on funding and timing - thanks 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an Intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 07/15/02 0<5:23 PM 


Andrea Westbrook 
07/15/02 03:12 PM 


To: Keeley Kennington,^ 
cc : 

Subject: FDV and LWLLC 


I need to get funding for both of the listed entities. I need approximately $410,000 
transferred to FDV. S200)c is for Seranin and S210k for Transfinity. I believe these 
where olc'ed, but I think that Michelle is out of the office still and I am not sure who to 
forwarded this on to. 


As for LWLLC, I need probably about $300,000. That should get me through the end of the 
year. The last transfer I have to LWLLC was in February In the amount of $200,000. 
Please advise on who I need to forward the questions 


Thanks'. 

Andrea 


I Confidential 

SEG_ED0001 0261 
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mmmi = Redacted by the Permanent 
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From: Andrea Westbrook 

Sent: Thursday, February 27, 2003 12:12 PM 

To: Keeley Hennington 

Subject: Re: Funding for Littte Woody Mgmt 


I 


■rdrawn and need to cover. Can Jennifer loan them money in the mean time? 


Keeley Hennington 
02/27/2003 02:10 PM 

To: Andrea Westbrook 
cc : 

Subject: Funding for Little Woody Mgmt 

Michelle is out until Monday so I would not expect to hear anything until 
next week - is that going to be a problem? 


The preceding e-mail message (including any attachments) contains information 
that may be confidential, or constitute non-public information. It is 
intended to be conveyed only to the designated recipient (s) . If you are not 
an intended recipient of this message, please notify the sender by replying 
to this message and than delete it from your system. Use, dissemination, 
distribution, or reproduction of this message by unintended recipients is not 
authorized and may be unlawful. 


- Forwarded by Keeley Hennington/htst on 02/27/03 02:10 PM 


Andrea Westbroolt 
02/27/03 02:00 PM 


To: mboucher<3^^^mHP 

cc: Keeley Hennington/hts^HH^ 

Subject: Funding for Little Woody Mgmt 


This email is to request 3250,000 in 
Mgmt. The last transfer was In July 
transfer is complete. 


additional funding for Little Woody 
2002 for 5250,000. Please advise when 


Thank you! 
Andrea 


Permanent Subcommittee ob Investigatioos 

EXmBIT#66-FN1140 
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~ ■. -.R,H-.rtedbvthe Peimanent 

I c.,lv.nmmittee nn lnvesti8atlons_ 


From: Andrea Westbrook 

Sent: Monday, Septernber^^^^U||i|jj|d|^M^ 

To: ’Micheile Boucher* 

Subject: Re: Fundng for Utfle Woody 

That, should work. Thank you! 

Andrea 


"Michelle Boucher" ■ 
09/08/2003 01 HI PM 


Please respond to 
"Michelle Boucher" 


<awesthrook@j 


<khenningtonal 
Subject 

Re; Funding for Little Woody 


Hopefully will have money to you by Thursday. 
Michelle 

Original Message,^ 

From; owestbrook^ 

To; kmboucherOj 

Cc: <khenningt^ 

Sent: Monday, September 08, 2003 11:31 AM 
Subject: Funding for Little Woody 


> Hello! I am in need of funding for Little Woody, LLC. The last 

> transfer we got was in March for §250,000. If we could get that 

> amount again, that should take us into 2004. 

> 

> Thanks! 

> Andrea 


Permaneot Subcommittee on Ipvgtigations 

EXfflBIT #66 - FN 1140 
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From: 

Sent; 

To: 

Co: 

Sub|ect; 


Andrea We^twook 
Tuesday, M arch 02, 2QQ 4 8:29 AM 
rnboucheftStfjjjjfljjH 
Keeley Henni^o^^^ 

Funding for Little Woody, LLC 


I am in need of funding for Little Woody. The last funding was 3250,000 in Sept. 2003. 

If we could get another 5250,000 at your earliest convenience, I would greatly appreciate 

it . 

Thanks i 
Andrea 


Permaacn* Subcnmmtttee on Investigatioits 

EXHIBIT #66 - FN 1140 


Confidential 
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From: Andrea Westbrook 

Sent: Tuesday, April 26, 2005 7:53:00 AM 

To: 'Michelle Boucher' 

CC: Keeley Hennington 
Subject: RE: Little Woody 


■ Redacted by the Pcnrement 
- Subcommitte e on Invesiimtinng 


If you could do $200,000 that should last me 4-5 months. 


From: MicheHe Boucher [1 
Sent: Tuesday, April 26, 2005 4:48 PM 
To: Andrea Westbrook 
Cc: Keeley Hennington 
Subject: RE: little Woody 


How much? 


From: Andrea Westbrook | 

Sent; Tuesday, April 26, 2005 4:18 PM 
To: Mchelle Boucher 
Cc: Keeley Hennington 
Subject: little Woody 


Hello I I am in need of funding for Little Woody. Please let me know when you will be 
able to make the transfer, if you have any questions, please give me a holier. 

Thanks! 

Andrea 


( Permanent Subcommittee on Investigations 

EXmBIT#66-FN1140 
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SOTHEBY’S 
1334 YORK AVENUE 
NEW YORK 10021 
USA 


sotheby:s 

rounded 1744 


Page 1 

Dale: 06 December, 1999 


Invoice 


Audobon Assets 
Attn Ken Jones 
c/o IFG International 

CASTLE MILL ROAD .VICTORIA DOUGLAS 
Isle of Man IM2 4RB 



Invoice Number: 9026171? 


Sale; 

Sale Date; 
Sale Number: 


American Paintings 
01 December. 1999 
N07397 



= Redacted by the Permanent 
^^^ubconqiutteeonjnygstiga.tions 


Currency: USD 


Lot 

No. Description 

Purchase Price 

0080 

0120 

lliomas Han Bemon (1889-1975) ROASTING EARS 

David Marlin (1737-1798) PORTRAIT OF BENJAMIN FRANKLIN 

893.500.00 

937.500.00 


Total Due 

1,831, 090.00 


No Sales Lix has been calculated based on delivery <o you ai the fotlowing address- 

Audobon Assets 
c/o IFG International 
VICTORIA DOUGLAS 
Isle of Man 
1M2 4RB 

UNITED KINGDOM 

If you plan lo ship your purchase please complete and return the eiKlosed shipping form. 

All of the above property is sold to and purchased by Ihc above invoiced party as purchaser in accordance with the Conditions of Sale and Terms of 
Guarantee, if any, printed in the catalogue for the sale. The invoiced amount includes the Buyer's Premium in effect on the date of sale, which is 
added to the hammer price for each lot as pan of the total purchase price. 

Auctioneer(s) conducting sale and License fl : Diana D. Brooks 0920576 

Bradford Bentoff 0977002 


To ensure proper credit please return this slip with your remittance. 

Invoice Number: 90261717 Client: Audobon A ssets 

Total Due Immediately: 1,831,000.00 USD Account Numben^HllHi 


If you wish to send payment by wire transfer please dire ct fun ds to Tbe Chase Manhattan Bank, 55 Water Street, 

New York, NY 10041. Sotheby's Inc, Account Number ^^im^(ABA Routing Number 021-000021) and include as 
a reference your Client Account Number and Sale and lot nun^is. 




Permanent Subcommittee oo Investigations 
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Tel; (212)644-4400 
Fax: (212)644-4407 


HAMMER GALLERIES 

33 West 57th Street, New York. N.Y. 10019 
Since 1928 

www.hammergaUerle5.com 

info@hammecgalleries.com 


Purchased From / Date ft^rchase Price Current Appraisal 


MARTIN, David Sotheby’s NY 12/1/99 $937,000.00 $1,250,000.00 

(British, 1737 - 1798) 

Portrait of Benjamin Franklin 
Oil on canvas 
SO X 40 inches 

Signed lower ri^t: D. Martin 
and dated 1772 

PEAL.E, Rembrandt Hammer Galleries 2/2/01 $550,000.00 $750,(K)0.(K) 

(America!, 1778-1860) 

George and Martha Washington 
A Pair of “Porthole” portraits, ca. 1859 
both siped “Rembrandt Peale” lower left 
Oil on canvas, laid down on pane! 
each, 36 x 29 V* inches 

ROCKWELL, Norman Hammer GalJcries 2/2/01 $275,000.00 $350,000.00 

(American, 1894-1978) 

Easter (Soldier Watering Tulip), 1918 
Oil on canvas 
27 X 24 inches 

Signed lower ri^t Norman Rockwell 

STUART, Gilbert Hammer Galleries 1/15/00 $750,000,00 $2,000,000.00 

(American, 1755-1829) 

Portrait of George Washington (Athenaeum version) 

Oil on canvas 
29 X 24 inches 

STORY, William Wetmore Hammer Galleries 9/23/00 $335,000,00 $425,000,00 

(American, 1819-1895) 

Dalilak, 1867 
White marble 
74 inches 
C26732-001 


3 

Specializing in 19th & 20ih Century European (t American Paintings 


Permanent Subcommittee on lovesdeatioDS I HG0213 
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i2/10/99 FRI 13:48 FAX 

lQ/12 '99 FR! 11:35 FAX 44 1SJ4 637922 




icA) 

. 


Facsimile 




Tc Ken Jones 
riomChatloue Hohby 
624469 


D«e IQ* December 1599 

f^e.cfpigc> ) 
rnd,co«M-) 

Subjea Payment ConfifTnetion 


BAJ4K OF BERaUDA ( 1 . 0 . . J 


®001 

POl/002 

@001 



Bank of Bermuda 

Baiik of SKPmoda 
(Isle olMan) Limited 


5 2/15 Hi'fi 5veet. Douglas, Kle oi ; 
IM« I6W, Stilish ijles 


Tefepf-,onc {94) l 624-657745 
fuaimlle{44) t 624-637822 
SWIFT Address BBOWMDX 
vwiivbsnkolbeimuclaicim 


^sr 

ihZH 



Dear Ken, 

Please be advised of the foUowjng as requested 


.mm = Redacted by the Permanent 

SubcomnutteeonjnvestigatiQi^ 




:S 3 B:/ 35 e 2 Z 3 e 7 

;67a:CHaSUS33 



' 7 sA:Qun 

:72;/ACC//8BK/SS HATEB STSEET 


Should you require any ftirther information please do not hesitate to contact me on 


0 l 624 i 


Kind Regards 
Charlooc Holiby 





vrf wiwTiwVrf AaernruMfi O' ^ 5«OfRiiIc 

»*|:n 4 f fD>M 4 gt 
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- -- --- ■ -,,’606 7355 TO 

” ■ - eS «S9 .9^33 CUHH7 

..U 4 V.>H.~»” , ISSTHl. l"l'l< IN 5 

Wovltort. Ns*' York jowl - 

, 212 )«k-.tooo — 7rrz:zz:^::r:M^ 


,.7000 — — T 

|NU>0rmN-n Vknse cmnpletem^ 


H puiehwf SJgnrtor* 


BN» w^NBflMJ •r^ **f 

0 n&ciiJ 


= Redacted by the Permanent 
Subcommittee on Investigations 


- C - .-.ryj-j I SuhcommiTtee on Investigations 

'— 

2 10 s. n)e<i± Xnd.- — — 

f\<, n^n , ci iijigjiia— ' 

IN-TRANSlT INSURANCE 

9“"'“"“''"”°'“ . . - , ,„.A, 


tho ship 

^p-riy: 


CHECK IJKSlRED CARKJfiR □ RBgistsrsd M»i 

: ,, . Q*K Slam 




l,ESli<ED CARRIER. °"«5riS«.s«« O PnWIy fD<.™sW 

j fJ^*T. □ Ovem^W /PPfT'wW 

1 4us»ndsWppin4m»m»<joB»ini»™«f Q^FnfiaM Q Pee/wmy t^'Oay 0 e»riesti 

tv wm^y »»»* aonier or lnf»r>i"s< Oj^fvek i„n,/naiienBt 

I mnended theshippof •'i'l '••*^7 y®"- b « 4.* ••«»» lordeflwry. 

■ . . . iL. Ainnee't inJUfkllW r»0>‘lt«'"s»>U; 


FedE7 

Q Priefity (Domestic; 

□ OvemigM {DotPastlf) 

O Seonemy IZ-Day Domwot; 
O InW'PaltonBl 


WOK DESIRED PACKINC. C.rulM..., "'“■.": 72 ’.; 2 ! n“ ^ 

C.l. Os.llp«. URR- __ 

— . • : , .. 7 • - 


V crate ua«np»c» — r , — — ~ < ... — :: • 

Please return rn So.hcby-.s hv Mmi or (212) M»-v7043 p^««mUo,u.a,iTr.n.portP.pan. . 


SENATE00138 


I TQTfl. PCGE-01 ** 


DEC 06 '99 12: 18 
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Voice: 

Fax: 


Marguerite Theresa Green and Associates, 

21803 

invoice Date: 
2/3/97 
Page: 
1 


Sold To: 

Soulieana Limited 
c/o Lome House Trust Limited 
Castletown, Isle of Man 
British Isles 

Customer IDsouo 00 


Customer PO 

1 Payment Terms 

i Sales Rep ID | 

Due Date 

• Prepaid : 

2/3/97 



Description 


Amount 


MR. mhY'S BEDROOM 

French Bronze Chandelier with 18 Lights, not wired. ($10800.00 12,960.00 

X 20%) (MARVIN ALEXANDER) 


PLEASE NOTE: The above items do not include sales tax, 
cartage, freight, crating, uncrating, storage, receiving, 
make-ready, delivery, or installation. All prices and 
orders are subject to confirmation by manufacturer or 
workroom. Your signature and payment of deposit shown 
below indicate your acceptance of this NON-CANCELLABLE 
CUSTOM ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates, Inc. 
from manufacturer or workroom, warranty of manufacturer or 
workroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client. 
The price quoted in this proposal is valid for ten (10) 
days . Thank you ! 

]]] Si^ature for Acceptance 

Date : 


Subtotal 12,960.00 

Sales Tax i,0€9.20 

Total Invoice Amount 14, 029.20 

Check No: Payment Received 0.00 

TOTAL 14,029.20 


4445 Travis St • Shop 101 • Dallas. Texas 75205 • (214) 528-0400 


Permanent Subcomoiittee oo lavestieatiops I 
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Voice: 

Fax: 


Invoice 


Marguerite Theresa Green and Associates, Iiwbice Number 


Invoice Date; 
X/31/S7 

Page: 

1 


Sold To; 

Soulieana Limited 
c/o Lome House Trust Limited 
Castletown, Isle of Man 
British Isles 


Customer IDsotJOOO 


Customer PO 

Payment Terms Sales Rep ID 

Due Date 


! Prepaid ’ 

1/31/97 


Description 

Amount 

George I walnut and 
($135,000.00 X 20%) 

Walnut Veneered Bureau Cabinet, C.1725. 

(HYDE PARK ANT) 

162,000.00 


PLEASE NOTE: The above items do not include sales tax, 
cartage, freight, orating, uncrating, storage, receiving, 
make-ready, delivery, or installation. All prices and 
orders are srdjject to confirmation by manufacturer or 
workroom. Your signature and payment of deposit shown 
below indicate your acceptance of this NON- CANCELLABLE 
CUSTOM ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates, Inc. 
from manufacturer or workroom. Warranty of manufacturer or 
workroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client. 
The price quoted in this proposal is valid for ten (10) 
days. Thank you! 


_ signature for Acceptance 
Date : 


Check No: 


Subtotal 
Sales Tax 
Total Invoice Amount 
Payment Received 
TOTAL 


162,000.00 

13,365.00 

175,365.00 

0.00 

175,365.00 


4445 Travis St . Shop 101 • Dallas, Texas 75205 • (214) 52B-0400 
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INVOICE 

Client 


000295 


CHRISTIES 


Mr Sam E Wyly 
Maverick Capital 
300 Crescent Court 
Suite 1000 
Dallas TX 75205 


INVOICE#: J063027 

I.D.#: 566253 

BIDDER#: 50 

DUE DATE: APR 3 02 


INVOICE DATE: MAR 27 02 
TEL. 214 520 9835 

SALE: 1032 Rock 27MAR02 FORBES I 

Forbes Collection of American Historical Documents 
MR F. WAHLGREN 868229 


Tbe purchase of (he proper^ identified «> this invoice is subject 
(0 the Conditions of Sale tnd Limited Warnmy set forth in the 
front of (he auction catalogue for die aboye>cefereneed sale. 

The purchase price is (he sum of the final bid price plus a premium 
payable by the buyer of 19.5% of the ftnal bid price up to and 
including 5100,000 and 10% of (he final bid price above $100,000, 
for each tot, as set forth in die Conditions of Sale. 

lots remaining on Christie’s premises for more than seven 
calendar days aher the nie will incur storage charges. Buyers 
may incur a late charge of 1.34% per month on the tiKal purcliase 
price if the buyer does not make payment in full in accordance 
with the Conditions of Sale. 

Tnle to property identiried on this mvoiee shall noi pass to die 
buyer until Christie's hss collected payment in full from the buyer. 

Sales/Ute Tax: 

If a buyer tahes dettvery to any of the fotlowlag itaic*, Chrkslle'i 
must coilect any applicable state or local sales or use tax before 
properly is shipped: Calltornla. Connecticui, Florida, 

Ulluoii, Massschusetu, New Jersey, New York, Petmsyivauia 
Rhode Island, Texas or Washington D.C. 


Pallurc to pay appropriate tax inay afTeet delivery of your 
mcrchaoiUse. Please call 212/636-2495 for assMance. 


LOT 

NUMBER 

PURCHASE PRICE 1 TAX SALESrtJSE 

LOT DESCRIPTION j RATE 1 TAX 

90 

22325.00 

Lincoln, A. DS, 3 Jul 1863 

95 

721000.00 

Lincoln, A. DS, resolution 
for Amendment 13 

108 

21150.00 

Johnson, A. ALS, 15 May 1851 

141 

30550.00 

Roosevelt, T. TLS, 5 Sep 1916 


The description of any property idendfied on this 
invoice is made with reterence to the caulogue eiary, 
die fiosssry, if any. which appean in the front of (he 
auction caoiogue and any addendum or odicr salerouni 
•mtouncement i^ed in conneUioR with diis auction. 


Continued on page 3 


PSI-CHRJST 00295 
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INVOICE 

Client 


CHRISTIES 


Mr Sara E Wyly 


Maverick Capital 

INVOICE #: 

J063027 

300 Crescent Court 

I.D.#; 

566253 

Suite 1000 

BIDDER #: 

50 

Dallas TX 75205 

DUE DATE: 

APR 3 02 


INVOICE DATE: MAR 27 02 


TEL. 214 

520 9835 


SALE: 1032 Rock 27MAR02 FORBES I 

Forbes Collection of American Historical Documents 
MR F. WAHLGREN 868229 


LOT 

NUMBER 

PURCHASE PRICE 1 TAX 
LOT DESCRIPTION j RATE 

SALES/USE 

TAX 

■ 162 

41125 . 00 

Roosevelt, F.D. Broadside, 
signed by FDR & Churchill 

175 

16450 .00 

Truman, H. Photo signed and 
inscr. Nov 1948 

190 

29375.00 

Nixon, R. Pen and ink cartoon, 
inscr. 1950 

Teisl 

Pwdmw 

Price 

1186925, 00| + 



The deecripnon of toy propniy ideniined on tfii* Tmi 

Invoice is nude with lewence to die ctologue entry. 

(he |lossaiy, if any. which ^<«n in die from of die Payable 

eueuon caulosue and any addendum or ether salerooni 
announcement iaaied in conneabn with ih'a auction. 


Pteaac rctwrn ike botiom portion of diia intoke aJon( wiik jw (nymcni lo ilw cn c toeej >iiv«liv« 


PAYMENT IN FULL IS DUE 

SEVEN CALENDAR DAYS AFTER SALE. 


Please see me back of this invoice 
for complete payment instructions 


The purehaK of die property identified on thit invoice is st^jeet 
to the Conditions of Saie and tailed Wamnty set forth in the 
froai of the auction caulotue for the above-referenced lale. 

The purchase price is the ntn of the (inal bid price pba a premium 
payable by the buyer of 19.5% of the final bid price to and 
iflcludiiii $100,000 and 10% of the final bid price above $100,000, 
for each lot. as set forth is the Conditimis of Sale. 

Lots remaining on Christie’s premises for more than seven 
calendar days after the sale will incur storage charges. Buyers 
may incur a late charge of 1.34% per month on the total purchase 
price if ihc buyer does not make payment in full in accordance 
with the Coiidiboni of Sale. 

Title to properly ideMified on (his Invoice shall not pass to the 
buyer unill Christie’s hat collected payment in full from the buyer. 

SaiatfUseTix: 

If a buyer takcf driivcry In any of the following stale*, Chrlsile's 
must collect any appUcnbie stale or local sales or use lax btfore 
property b shipped: CaUforsla, Cortaeeticut, fOorWa, 

Uilnob. MassadiuaeMs, New Jenq', New York, Pcm^ylvanla 
Rhode Island, Texas or Washington D.C. 


Failure lo pay appropriate tax may alTect dcUvcry of your 
merchendlsc. Please can 212fd36-249S far assistatice. 

RP 


INVOICE#; J063027 ’ ' ^ 

SALE; 1032 Rock 27MAR02 

I.D.#; 566253 

Mr Sam E Wyly 

TOTAL PURCHASE PRICE: 1186925.00 

SALES/USE TAX; 

(See iiisiruetions riMve) 


INVOICE DATE; MAR 27 02 TOTAL AMOUNT PAYABLE: 


Chrislie's 20 R.Kk,fdler ;!495 Fax. (212) 636 4939 

jEXHreiT#66^FN114^ PSI-CHRIST 00296 
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C002S8 CHRISTIE'S 


October 23, 2002 

TO; MR SAM E WYLY 

COMPANY: 

FAX#: 

ATTN: 

FROM; BETH PETRIELLO 

Christie's Registrar Department 


= Redacted by the Pemianent 
Subcoromittee on Investigations 



SUBJECT: Shipping Request IS8986 for the following Property Number(s): 

1032/108 ^ 1032/141 1032/162 1032/175 

1032/190 1032/41 1032/51 1032/53 

1032/68 1032/90 1032/95 


Dear MR SAME WYLY; 

This fax is to confirm that your shipment of the above property has been collected, packed and dispatched 
by Federal Express Courier. The tracking number is 619379788541. The shipment will be arriving on 
10/24/2002. 

We will provide our shipping company with your payment information and they will bill you directly for 
this shipment. 

Please do not hesitate to contact us at (212) gmUshould you need any further assistance. Thank you 


Sincerely, 

Bedi Petriello 
Registrar 

Christie’s Registrar Department 


Christie's 

20 Rockefeller Plaza. New York, NY 10020 
phone 212.636.2480 fax 212.636-4937 
wvrw.christics.com 


PSI-CHRIST 00298 
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mmmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


From: 

Sent: 

To; 

Subject: 


Keeley Hennington 
Tuescky, July 1 5, 2003 8:23 AM 
“Michelle Bouche 
RE; insurance 



great - thanks 


The preceding e-mail message Uncluding any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
07/15/03 09:31 A.M 



To 

<lchenningto 

cc 



Subject 

RE: insurance 


can get it to you today - I think the new necklace might be the largest for Souiieana - 
but it hasn't been delivered yet. I think fl||||[|^kL$600K ruby is the most expensive on 
Audubon but will confirm 


Original Mess age 

k h e n n i n gt o n 

Sent: Tuesday, July 15, 2003 8:55 AM 
To: Michelle Boucher 
Subject: insurance 


For the insurance renewal's on the Jewerly policy the company needs to know the most 
expensive piece owned by both Audubon and Souiieana - no details just value of the most 
expensive single piece per company - is that hard to get? 


I PermaBent Snbconwnittte OP Investigations 


Confidentia! 

SEC_ED00002658 
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The preceding e-raail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient (s) . If you are not an 
Intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 


Confidential 

SEC_ED00002659 
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From: 

Sent: 

To: 

Subject: 



Thursday, April 07. 2005 8:07 AM 
Keeley Hennington 
RE: Disftiixitions 


I should have them in the next day or so 

Original Message 

From: Keeley Bennington 
Sent: Thursday, April 07, 2005 10:07 AM 
To: Michelle Boucher 
Subject: RE: Distributions 

Thanks I will just look for Sam's 

Original Message — 

Sent: Thursday, April 07, 2005 9:46 AM 
To: Keeley Bennington 
Subject: FW: Distributions 

This is one of the 5 S25CK annual installments - the others came through Tyler - will fax 
that shortly. I have nothing for SW yet. 

Original Messa ge 

coriett iHBHHBIHiHHHHHHIilHHk 

Sent: Wednesday, April 06, 2005 5:58 AM 
To.! Michelle Boucher 
Subject; Distributions 

Dear Michelle 

Mark IS unfortunately away on vacation and I am therefore replying to your e-mail to him 
on his behalf. 

From the records we hold, the only distribution made from the Bed Mountain Trust was to 
The First Church of Christ back on 14 May 2001 for $250,000. This was treated as an Income 
Distribution . 

I trust you find the above in order. 

Many thanks 
Mark C 


Mark Coriett 
Adir.inlstrator 

Close Trustee Services - Isle of Man 


Contact Details 

Telephone : 44 (C) 
Direct Dial : 44 (( 
Facsimile : 44 (C) 
Email Disclaimer; 



Conridential 

SEC_ED00002660 
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A member of the Close Private Bank Group of Companies has xssued thas E-mail, for the 
information of the addressee only. 

Access to this Internet email by anyone else is unauthorised. If you are not the intended 
recipient, you must not disclose, copy, circulate or in any other way use or rely on the 
information contained in this E-mail. 

Such unauthorised use may be unlawful. If you have received this E-mail in error, please 
inform us immediately and delete it and ail copies from your system. It and any 
attachment should be read in conjunction with any disclaimer Chat forms part of it. You 
are advised to read the additional notices which can be accessed from the URL below and 
such notices are deemed to be incorporated in this message. 

E-mails are susceptible to interference. You should not assume that the contents of this 
E-mail originated from maric.corlett3closepb.com or from Close Private Bank Group of 
Companies or that they have been accurately reproduced from their original form. 

Close Private Bank Group accepts no responsibility for any losses suffered as a result of 
information, errors or omissions in the e-mail or the use or misuse thereof. If in doubt 
please verify the authenticity with the sender. 

Close Private Bank Group web site address is www.closepb.com 


############ If ################## ######»###«##############»##»*#####«##### 
############# 

This e-mail message has been scanned for Viruses and Content and cleared by NetlQ 
.MallMarshal if ############## ff ####################!####### »»#### »#if ################ »## 
#####♦####### 


Confidential 
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“ Redacted by the Permanent 
I Subcommittee on Investigations^ 


From: 

Sent: 

To: 

Subfect: 


Keeley Hennington 

Tuesday, Juj^^003 8:56 AM 

mboucher<iVmi|^ 

Green Funding 


Atladiments: Green Funding-Devotion etc Lo^ts 63003.xls 


We are trying to get the Green Funding loans all fixed with interest accrued thru 6/30. 
See the attached spreadsheet and see if you agree with the calculations - this is the 
format Green Mountain uses and I think it is easy. 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 



Green 

ding-Devoton etc L( 


Confidential 
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Green Funding 1, LLC 


4903 
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From: 

Sent; 

To: 

Subject: 


Keeiey Hennington 
Tuesday, July 15, 2(W3 9;41 AM 
iisa.s,wa!ker@ 
questions 



= Redacted by the Pennanent 
^^^^^SubMmnii^eoi^tvesdg^io!^ 


Lisa - here are answers to your questions: 

Most expensive piece of jeweriy for ; 

Sam family - $600,000 earrings bought for Cheryl Charles family — 5100,000 - this is an 
estimate - the actual most expensive piece we have found is a ring purchased by Donnie for 
Martha - ail of the very expensive pieces are owned by Soulieana Audubon - $622,000 ruby 
in Cheryl’s possession Soulieana - 5759,000 necklace in Dee Wyly's possession Wrangler - 
no iewerly - just one painting worth S5M 

the question as to how much is worn by the family really depends on who you are talking 
about. Here are general observations: 


Redacted 

by 

Permanent Subcommittee 
on Investigations 

Please let me know if you need anything else. Thanks 


The preceding e-mail message {including any attachments) contains information that may be 
confidential, or constitute non-pubiic information. It is intended to be conveyed only to 
the designated recipient (s > . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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Invoice 


From: 

Richard D. Eiseman Jewels 
514 NorthParic Center 
Dallas. Tern 75225 
214/361-0341 

Invoice No: 112 JO 
Date: November 21, 2000 


- Redacted by the Permanent 
Subcommittee on Investigations 


SvU to; Mr. Charles Wyly Jr. 


~rv T**"" • *■ cotor ana vsi m cla 

set into a Pave Style Diamond and Planum Mounting. 


emerald-cut 
G3A certified. 

Special price....$ 667.000.00 



j j weignmg 3..i0 carats, F in color and WS2 in clan 

upo?S!mpSr°“ ' 

Special price.... 759.000 on 
Total.... $ 1,426,000.00 


DehW in Dallas - December 1, 2000 

No Sales Tax Due - to be shipped to Aspen, Colorado 

Bank Ass oc (ABA ) #1 1 1014325 
RDEiseman Acct# f/jj/fft 

Ple^e note, if you need more help, call; 

Bank ofTexas, 972-443-2868 orRichid Eiseman 214-361-0341. 


ThaaA^u. yourscleoJan it sfipreeinimf , 


Pertnanent Subcommittee on iD vestigatiOTS 

EXHIBIT #66 -FN 1148 


PSI-JEWEL 00065 
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MICHELANGELO INVESTORS, LDC 

5lh Floor Queesngate House 
South Church Street 
Grand Cayman, Cayman tsisdids 


Chaiies Wyiy 
do 300 Crescent Court 
Suite 1000 
Dallas, Texas 75201 


Invoice No. 000502 

Date 12/20/2000 

Due Upon Receipt 


Re; Purchase of Art and Collectibles 
Description 


Market Value tSUSI 


MARBLE PAPER CUP BOX 
CEDAR STICK PENCILS 
MARBLE DESK PAD 
MARBLE PAPER LETTER HOLDER 
MARBLE PAPER PHONE BOOK COVER 
OLD ENGLISH SAUCER 
OLD ENGLISH LUSTER DISH 
LEEDS POTTERY SHELL DISHES 2 
LUSTER SAUCER 

BLACK a GREEN TOLE TISSUE BOX 

TOLE TISSUE BOX 

SOUCERC, 1820 

ANTIQUE LUSTER DISH 

COPELAND BUTTERFLY SAUCER 

LUSTER SAUCER 

COALPORT SAUCER 

ISIS KEY TASSEL 

BLUE AND GOLD SAUCER 

FLORAL SAUCER 

GREEN SPOOE CUP a SAUCER 

LEEDS POTTRY LION PAW FRUIT BOWL 

BRISTOL VASE - VICTORIAN 

SLACK a GREEN TOLE WASTE CAN 

BLACK a GOLD PAGODA WAST CAN 

TOLE WASTE CAN 

PAIR ANTIQUE ST. LAMBERT PLATES 
LEEDS COVERED BOWL DOUBLE HAND 
ANTIQUE GREEN GLASS FINGER BWL 
LEEDS POTTERY INKWELL 
FLIGHT BARRaBARR CRE/U^ER 
PAIR ANTIQUE CAUGHLEY SAUCERS 
PAIR FLORAL SPOOE PLATES 
FLIGHT BARRaBARR BOWL 
CRYSTAL JAR / STERLING LID CW 


$ 1299 

$ 16,67 

$ 27 07 

$ 32.47 

$ 34.64 

$ 37 89 

$ 4S47 

$ 64 95 

$ 64 95 

$ 69 28 

$ 69.28 

$ 70 60 

$ 81 19 

$ 81.19 

$ 81.19 

$ 92 01 

$ 92 01 

$ 102.60 

$ 102.84 

$ 108.26 

$ 139.64 

$ 148.14 

S 161.83 

$ 171.58 

$ 171.58 

$ 173 20 

$ 178,61 

$ 162.14 

$ 207.34 

$ 243.56 

$ 259.80 

$ 265 21 

$ 275,00 

S 297 68 


I Permanent Subcommittee on Investigations 

EXHIBIT#66^F^^ 


Confidentia! 
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Invoice No. 

Date 

Page 


000501 

12/20/2000 

2 

FLIGHT BARR & BARR WASTE BOWL 
ANTIQUE CRYSTAL JAR/STERLING LID 
BLUE & WHITE EXPORT CREAMER 
FLIGHT 8ARR&BARR CUP/SAUC 4 
SPODE PLATE WITH GRAPE LEAVES 
CHINESE VASE WITH HANDLES 
SEPIA EXPORT CUPS (2)W/ SAUCERS 
WEDGEWXOO GUP /WD SAUCER 
MINTON CUPS a SOUCER C. 1890 (4) 
FAUX TORTOISE WST CAN / TIS BX 
VICTORIAN WALNUT BRACKETS 2 
ANTIQUE MAJOLICA JARDINIER 
IRISH GLASS DECANTERS (2) 
MALACHITE INKWELL 
PARI CHINESE PORC PLATES BIRDS 
MAJOLICA BUTTER TUB W UNOERPLT 

3 PCE ANTIQUE SLVR DRESSER SET 
BRONZE a CRYSTAL LAMP BASE 
PAINTING -BLUE FLORAL 

HORN CUPS WITH SILVER RIM <2) 
ORANGE FITZHUGH BERRY DISH 
PAIR ANIQUE CASHPOTS GOLD/PINK 
2 CHINESE GARDEN SEATS 
MORROCAN TBOURET (1 OF 2) 

PAIR SPODE CHINTZWARE VASES 
19 C- SWAN PLANTER 

4 SHEFFIELD CANDLESTICKS 
CHINESE SAUCERS - PAIR (2) 

CAST IRON PLAQUE G WASHINGTON 
CHINESE 1000 BUTTERFLIES BOWL 
PAINTING - AUTUM LANDSCAPE 
COTTONWOOD LATE OCTOBER 
MORROCAN TBOURET (2 OF 2) 

SILVER TRAY a TABLE 

BRONZE DOPE CANDLESTICK LAMP 
CHINESE PLATTER 10 1/2 X 13 3/4 
CHINESE PLATTER 101/2X13 3/4 
GILT BRACKETS WITH PHOENIX (2) 
DAVENPORT LAMP W SILK SHADE 
RAMS HEAD WALL SHELFS 1 PAIR 
PAIR DRAB6WARE DISHES GN CORAL 
RUSSIAN MINIATURE 
CHINESE PLATTER 10 7/8X14 1;^ 
CHINESE PORC BOWL 9 7/8 OIA 
BRASS COAL BIN 

GILT a BLACK WALL MIRRORS • 1PR 
UMBRELLA STAND 
CHINESE BOWEL PORCELAIN 


$ 297-69 

$ 319.34 

$ 351 81 

S 351-81 

$ 378,88 

$ 389.70 

$ 392.07 

$ 405 95 

$ 416 76 

$ 433.00 

$ 519 60 

$ 535 84 

$ 571 56 

$ 591.04 

$ 593 21 

$ 619.19 

$ 644.09 

$ 649 50 

$ 675 00 

$ 741 .08 

$ 779.40 

$ S11.SS 

$ 844.35 

$ 844 35 

$ 968 34 

$ 974 25 

$ 974 25 

$ 974 25 

$ 1,039.20 

$ 1,039.20 

$ 1,080.00 

$ 1,200,00 

$ 1 ,234 05 

S 1.500 35 

$ 1,507.95 

$ 1,558.80 

$ 1.558 80 

$ 1,558 80 

$ 1,571 79 

$ 1,773.14 

$ 1,786 12 

$ 1,800 00 

i 1 .948.50 

$ 1,948.50 

$ 1,989 41 

$ 2,000.46 

8 2,026.44 

$ 2.208 30 


SEC 
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Invoice No. 000501 
Date 12/20/2000 

Page 3 


CHINESE PLATTER 9 7/8 X 12 3/4 
HIGH RELIEF CHINESE VASES 
“PARIAN" WALL SHELVES (2) 
STAFFORDSHIRE CRM PLQ ■ KEMBLE 
FLEURS ANIMEE ENGRAVINGS (20) 
PAINTING - CHINAMAN 
ORANGE FITZHUGH DESSERT PLATES 
PALISSY PORC MONOGRAMS (5) 

SET OF 8 ENGLISH GLASSES 
SWEDISH WALL PRACKETS (1 PAIR) 
HONEY POT 

CHINOISERIE MERCURY VASE BUBBL 
FRENCH ENCRIER "WARWICK CUP’ 
CHINESE PUTTER 12X15 
CHINESE PLATTER 13 1MX 163/8 
CHINESE PORC PUTTERS (2) 

CRYSTAL UMP BASE BACCARAT 
NUDE IN PETTICOAT 
2 REGENCY STYLE VINTAGE TRAYS 
PALISSY PORC MONOGRAMS (7) 
SPODE PATTERN 967 SPILL VASES 
ROSSO UGUNA CONSOLE TOP 
CERAMIC • LOLITA THE FISH 
2 REGENCY HALL CHAIRS 
MIRROR W/ MAHOGANY FRAMES (2) 
AJUSTA8LE JEWELRY SHELF 
CUSTOM DRIED ARRANGEMENT KITCH 
5 PCE SET OF CREAMWARE 
NAPCLEAN III GARDEN TABLE 
ENGLISH EASEL GLASS MIRROR 
EXPORT PUNCH BOWL W EUROP FIGR 
NAPCLEAN III COAT RACK 
PAINTING • CABIN MOONLIGHT 
CHINESE PORC MOON FLASKS (2) 
COALPORT MUG WITH PLAYING CARO 
VICTORIA MAHOGANY BRACKETS 2 
CAOLPORT CABINET CUP WITH CARD 
STAFFORDSHIRE CREAMWARE PLQ • 2 
REGENCY PENWORK GAME SET 
COPPER ENGRAVED PUTES W/ TEXT 
FRENCH CUP & SAUCER CARD OECOR 
ROSEWOOD & PEARL 8AR<»4ETER 
OR/WGE FITZHUGH CUPS i SAUCERS 
PAINTING - SUNDAY ENGLISH GARD 
ROSEWOOD MUSIC STOOL 
ORANGE FITZHUGH CVRD VEGETABLE 
ORANGE FITZHUGH LARGE PUTTER 
2 SIL & BLK ENAMEL COACH LAMPS 


$ 2,208,30 

$ 2,273.25 

$ 2,338.20 

$ 2.364.13 

$ 2.468.10 

$ 2,520.00 

$ 2,598.00 

$ 2,K8.00 

$ 2,598.00 

$ 2,682 44 

$ 2,800.00 

$ 2,857 80 

S 2,909.76 

$ 3,117,60 

$ 3,117.80 

$ 3,377.40 

$ 3,377.40 

$ 3,500.00 

$ 3,637.20 

$ 3,637 20 

$ 3,702 IS 

$ 3,734.63 

$ 3,788.75 

$ 3,897.00 

$ 3,897.00 

$ 3,948.96 

$ 4.026 90 

% 4,156.80 

$ 4,156.80 

$ 4,546 50 

$ 4,546.50 

$ 4,546.50 

$ 4,560 00 

$ 4,676,40 

$ 4,676 40 

$ 4,678 40 

$ 4,773.83 

$ 4,910.22 

$ 5,068 10 

S 5.196.00 

S 5,455 80 

$ 5,619.52 

$ 5,845 so 

$ 6,100 00 

$ 6,252.35 

$ 6,495.00 

$ 6,495.00 

$ 7,066 56 


Confidentia! 
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Invoice No. 000501 
Date 12/20/2000 

Page 4 

PAIR BAYEAUXVASE LAMPS 
FERN FRAMK 22K GOLD (1 5) 
BRA08ERRY FERN PRINTS (15) 
FLEUR ANIMEE FRAMES 22K (20) 
VARIOUS PLANTS FOR INTERIOR 
PYNES ROYAL RESIDENCES (15) 
FRAMES FOR PYNES GLD LF (IS) 
FLIP TOP TABLE 
IRISH BEAD FRAME MIRROR 
STILL LIFE WITH MIME PUPPET 
IRISH MAHOGANY WRITING TABLE 
CAMERON COLL “LONDON" CHAIRS 
19th C CHINESE POTTERY FIGURE 
6 CHAIRS W GILT PAINT DOLPHINS 
MINTON MAJOLICA GARDEN SEAT 
GOLD FRAMES 22K SILK MAT (1 2) 


$ 7,103.90 

$ 7,189-97 

$ 7,306 88 

$ 7.404.30 

$ 7,566.68 

$ 7,794 00 

$ 8.008.34 

$ 8,261.64 

$ 8,573.40 

$ 9.000,00 

$ 9,933.00 

$ 9,250.80 

$ 9.352.80 

$ 9,352.80 

$ 9,742.50 

$ 9,320.44 


Payment Oelalls: 


Kindly make payment by wire fransfw to: 


IBJ Whitehall Bank & Trust Company 
New York. NY USA 
ABA # 026 007 825 or CHIPS #782 


In favor of; Oueensgate Bank & Trust Company Lkt. 
Account number; 

For further credit to; Michelangelo Investors, LDC 
Account number; IBM 


- Redacted by the Permanent 
Subcommittee on In\^5tiga^ns 


Confidential 
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From: 

Keeley Henninglon 

Sent: 

Thursday, December 21 , 2000 2:03 PM 

To: 

Andrea Westbrook 

Subject; 

Re; Soulieana coilectibies 

fyi 



■MHi = Redacted by the Permanent 
Subcommittee on Investigations 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst on 12/21/00 04:05 PM 


"Michelle Boucher" <rS 
12/21/00 04:43 PM 


To; "Irish Trust" 
cc : 

Subject: Re: Soulieana collectibles 


timing is fine, j'ost have someone call us when you’re ready to wire so we can look for the 
money and transfer funds on to Soulieana 

Original Messag^----- 

From: <)?henningtonSij^H||BH^^^^^^^^^ 

T r u 

Cc: <MBoucherSciHBHIV 

Sent: Thursday, December 21, 2000 3:20 PM 

Subject: Re: Soulieana collectibles 


> This will be paid before 1/15/01. Does this timing worlc for you. Me 

> are waiting for some funds to become available so we do not have to 

> borrow to pay. Please let me know if this is not going to work and I 

> will get it paid asap.. Thanks 


> The preceding e-mail message (including any attachments) contains 

> Information that may be confidential, or constitute non-public 
information . 

> It is intended to be conveyed only to the designated recipient (s) . If 

> you are not an intended recipient of this message, please notify the 

> sender by replying to this message and then delete it from your 

> system. Use, dissemination, distribution, or reproduction of this 


Permanent Subcommittee on Investigations 

EXfflBIT #66 -FN 1150 


Confidential 
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Redacted by the Permanent 


> message by unintended recipients is not aathorixed and may be unlawful. 


collectibles 


"Irish Trust" 



To: <khennington(|| 

cc: <mboucher@f 

Subject : Soulieana 


12/21/00 
01:36 PM 


> Keeley, 

> 

> I have attached the invoice from Michelangelo Investors to Mr. Wyly 

> for 
the 

> art and collectibles. If ail is in order, please go ahead and arrange 

> for payment. If you could, please let either Michelle or me know the 

> value date of the wire so we can follow up with Queensgate Bank for 

> its receipt. 

> 

> Thanks 

> Lara 

> 

> (See attached file: michelangeio_invoice.xls) 


Confidential 

SEC_ED00005040 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Serrt: 

To: 

Subject: 


Keeley Hennington 
Thursday, Decembe r 21, 2 000 2:04 PM 
"Michelle Boucher" <i 
Re: soulieana 


sounds great 


The preceding e-raail message {including any attachments) contains information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete rt from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
12/21/00 O'^ :4S PM 


To: "Irish Trust" 
cc: <){hennington^ 
Subject: Rs: soulieana 


As per prior email the taming Is fine, but I thir.)c we should book the sale as of the 
invoice date and set up a receivable - just book it to Misc receivable for now. 

Keeley - FYI, we're going to record the sale effective today, so we are clean going into 
year end. 


Original Message 

From: "Irish Trust" 

To: <mboucher@<J 
Sent: Thursday, Decembe'r 21, 2000 3:26 PM 
Subject : soulieana 


> Are you okay with 1/15/2001 payment? 2 didn’t know if you wanted ail 

> the art off the books in December or not. I guess we could still sell 

> them 
with 

> a receivable in TSS for December or did you want me to wait until 

> payment has been received in January? 

> 

> Lara 


Confidential 
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..Redacted by the Peunanent 

levestiBat.oi.s_ 


From: 

Sent: 

To: 

Subject: 


"Michelle Boucher" «i 
Thursday, Ma y_03. 20 01 8:03 AM 
<kherinington(S[[|||||||||| 

Re: couple of things 


call me as soon as you can - I have a couple of other tidbits for you :) 

I don't like to pay direct to the domestic entity from offshore, but we have a company 
here called Michelangelo LDC that we can use as an intermediary to refund the deposit. We 
can assign or sell the commissioned work to Michelangelo and then assign it onto Sociieana 
Limited 


^ coming up for the jneeting 

be my 

Dawn will be making the trip with me also. 


Original Message 

From : <khennington§htst . com> 

To: <MBoucher8candw .ky> 

Sent: Thursday, May 03, 1^001 fi:l8 kM 
Sub]ect: couple of things 


> planning to come for the meeting on the IStn 


Are you 


> We met on Stargate Sport Horses yesterday - this thing is getting out 

> of hand and just growing and growing. We went through ail of the 

> budgeted numbers with the builder, etc. and are now estimating total 

> cost at close to 56. 5M (but that could still go up). I will send you 

> the spreadsheet Andrea is working up with all the oudgeted numbers on 

> it once we finalize it. 


> Charles sent me an invoice for a painting he commissioned for 530, OCO 

> with a note as to whether Sooliana s.iould pay. Someone pat down a 

> 515,000 deposit - I am trying to find out from Andrea who - Is ii a 

> problem to pay 515,000 to a domestic entity and the rest to the 

> gallery? Just let me know. 


> The preceding e-mail message (including any attachments) contains 

> information that may be confidential, or constitute non-public 
information . 

> It is intended to be conveyed only to the designated recipient (s) . If 

> you are not an intended recipient of this message, please notify the 


Permanent Subcommittee on Investigations 

EXHIBIT #66 -FN 1150 
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AUDUBON ASSET. IJMITEP 

(l^cQiponkt«d la ^ Tile of Man No. 75971) 




fUfimreii OlQes; 


K.G.HaK*iag 

Bcnbatouj 


Bueroatioritd House, 
Cutlefiili, 

VlcpBti* Raad, 
Doai^ks, 

Jil* ofMsn- 


Tel; (01S2d) (130600 
Fax; (01«4) 024469 


Rtf; AB/SIX)/AL!Dt®ON-L 5 Tl 
22"‘M»y,2002 

Mrs. IMly Elliott. 

Eilwcc Ycary Qallety, 

4-ld East Hyman Avezme, 

Aspen Colorado, 

81611, 

Uoiisd StsifiS of Ammcsu 
Dear Mrs. Elliott, 

We ■write fiirther to recent aegodadoiis and confiTTn drat Audaboa Asset Limited ("“tiie Oanpaay*’) 
■wislics to appoTJil HHott Veaiy Gallery (“die GallerO as iJw official curator of the Coropaa^s 
Art and CoHcclihlBs (''ttia CoUectioii'O- 

Thc Company sets out below partrcdlsrs of the tenns and oondifions on wMch the Conipany 
^»poirds the Gallery;- 

1. The GaUery will ket^ detailed lecoxSs of aB antiques, jeiwelltsy. fine an and historic 
documeots C*tlic Collection") putchaaed, sold or owned by die Company. 

2 . The Gallery will keep photognphie. mcotds, provenances, ^iprsisals and sil/any other 
pcrTirtfficrt infismiatiaQ relafing to die CoUectun. 

3. The Gallery will monitor the locations of all pieces in the Collection. 

4. the Gallery will ensure that the CoUegdon is properly insured in the name of the Comity 
and thai the relevant policy is noted wifii (itetails of the looatioa of each piece held m the 
Collection, 

5. The Oslleiy will confimi ta the Compuiy ibsx sny/all insurance condiiioas are complied 
with. 
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6. The Gallexy will obtain Possessioii A^asmants on behalf of the Company ftom any 
party havmg possession of any piece bclon^ng to tins Collectloii. Each Poss^ion 
A^ement will ir^tmle mtw'-alia details of any inaurance coadi^>ns which are applicable 
lo the relevant piece. 

7. The Gallery will* before 30* September 2002, pr<q?are a detailed report on die CoUcciion 
tletaiiing tofiarmation specified SI L through 6 above together widi an, estrmaic of the 
vahi* of the CoEeotioa, produce a similar repon annually and, on a quarterly basis 

31“ December 2002 pr^are a report eunanansmg any changes to the 
pnvxous detailed re^rt 

8. In conaidcnflien of tlwj Gallery uDdartakicg ctriatorah^ ihrties, the Company will pay to the 
Gallery the sum of IJSS2Q.OOO on tecedpt of the first dctailad report on the Collection as 
speedfled at Clause 7 above. Thereafter tile Company will to the Gallery the sum of 
USS17,.500 aaamally for the provision of its services on aa oagoaig basis, 

9 . ‘Pjjik r teilHiy ni 2 ?y appoint third parties to oonduct appraisals of imma in tiae Collectiott or 
provide other supplesaentary services in oonncctloa with their fonction as curator. 

10. The CSafierytiiay recover ftomlJwConmaay any, direct tawtsmemrod as a result of their 

appoictio® third parties to coodoct ^spraisals or to provide odi«r si^lcmeataty bctvtcbs 
mi thiif those supplementary sarvioes prerdded could not orfinarily be provided 

by the Gallery itself in accordance with the tenns of this Agreaneoi. 

U- The appointment of the Gallery aa curator does not coo/er any authority on the Gall«y to 
buy or eell any for tii* CoUeetioa witiicut prior express ananjifenient wifo the 
Company. If the Conqiany wishes to buy or sell a particular piece it will execute a 
se^^arate agreesnent in reject of the panicnlar piece. The Gallery may bowavwr make 
(q tibe Company in relation to fhture acquisitions or disposals of pieces 
In foe CoHe^^n, but for the absolute avoidance of- doubt nothing in this agreement 
ccEtsstitu^ foe appoiaimeiit of the Oallety as Agent of foe Company and foe Gallery is oot 
aulhoiiaad to enter into any sale or purchase agreemeois on bdoalf of foe Company. 

We should be yatafol if you would coefinn you are willmg to provide services in accordance with 

these terms and srondidona or advisa ofo^wise. 

Yours duceniy,^ 



K,G. Balding, 
Director. 


Signed in agrc*nnent 

Dale 
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K.0 iUr<iin| 
A.M Btstb«t(wil 


AUDUBON ASSPT.Lftmm 

(Inovrpomxi bU of Mu fto. 7S9?1) 

ItftotwOiCMBM 

CuttWB, 
VkMriilt^ 
Deoflu, ■*• 
bbofilHL 

T«!:<01<24) 00100 
P»x:(O10«040» 



❖ ' 


♦‘♦FAClilMtLKTRAf^MISStQK*** 

Hm iafonmti«fi cMtiktid to 64 0w t< twfttoi ill frtvtepd. IMi As ii 

es^vbyStcptricaMMilNlMf. If ftiiid* af till flail wt ftHMM»<lw<HflyHri»«»WpwMtw 
ofttx tocilia Utipiwil ym »n >uw>y»tottflia — wy flliawliihai <• Mw m 

ffabiUNd If iTM uw aM MuNid iB flu fi ten iMiivtA 4U tM 4 «t«C vim MU' On 
W iirflyiriaptoi>i^WiB»ftilltea4>M»4i»4»«tevilid<te*«. 


(TntatteM} 


Tim Sol: 
Tft 

ASft 


EBU.YBUIOTr, 

YEARY0ALL8R.Y 


akka BBKSaTOUL 

Mwnmomaii 


P»t». l«*Mqr.SCM 


FuKatMtOTOflMim 

Op«(MarlUf.mriOB8 



f^pGRO AffD AM JOaTOM 

V/c btvabeanfldvtfledbyRmfliUexiindflrttfltliM above pifloeliMbocnflM by Hamner 
OtUerifli ofl OahftSf of (he Ooniiuny. As you wU) b* sware ^ aodos b oottnty M A* 
tenne of the Agrtamoil dated 22^ May 2002 tud« whiflh BlUott Yaary QaBvy win 
apj)o(nted ourstor of dw Coaqtesy^i coliacdon. Mi^ wo reapectAiUy draw your atlKitiaii 
to Cluiie il ofthatAgitqmeat which stateiu b!lowt>. 

“The AppouitmocU of the OtUory as eurator does turt cooiic any aufliority ee flia OaUaiy 
io buyer ie}l eny b«n Art the CoUccdoD wi^oui prior optuei ■tnmjwixpt wiih Aa 
Cenipeoy. IfttwCoiqianywielMtobuyoradlapvlfcnlarpleoflttwiUeeiflCUlfla 
iepat«teAg:vfiQienllni«tpectof(hepiiti£ulM|^»M. ‘nMOaharymaytowemAak* 
Tccocemiaidaiiona to Cbe Cmtpiny la jtlatioe to fiiteo aoquidtioiw or itiipoflala of piflofli 
ia the Collectioa bat fat the absolute avaidaaoe of doiiit oolhijif to ihla Ayna aid 
constitutes tbe ippohitxneai of (be Oilkry u ageiu of (be Ccroitny aod Ae Oallflry b M 
authorised to enter into eny eele or purchase t|re«n)ul oo behalf ^tbe Compen^. 
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104 CAI04£CU CENTER^ 
PRINCETON, NJ Qft&40-6232 


2 PENN PLAZA 
NEVAKl;.NJ 07102 


Herrick., Feinstein UP 

IWtTCB U«>H.1TV •««> ’»" ■ » •■SFStCSt,*. . 

2 Park Avenue 
New York. N.Y. I00I6 

TELEN40NE: (212) S92<U00 
FACSIMtU- (212) S92-(50Q 
WEB: vww.hcnick.coni 


JA.M1SA. MOSS 
PAR774ER 
{212)592.1414 

&MAIL: imw gaihefri di.com 


December 14, 2004 


Laura Billings, Esq. 

District Attorney's Office 
One Hogan Place 
New York. NY 10013 

Re: Grand Jury InvestiRation # L2003»Q5071 


Dear Laura: 


With this letter I am enclosing the first phase of production to the subpoena that 
was served upon my client. Hammer Galleries, under cover of your letter of December 6. As 
you and I agreed during our telephone conversation last week, you will let me know what, if any, 
additional production you would like to receive from Hammer Galleries ~ after you have 
reviewed the enclosed documents. 

Enclosed are documents that address the two issues you identified in our 
conversation last week: namely, (i) the name of the party that acquired the art in each of the eight 
transactions listed in the subpoena; and (ii) the location to which the art was delivered in each 
transaction. Thus, you will fhid enclosed eight numberwl sets of documents, each corresponding 
to one of the eight listed transactions. Generally, you will find for each transaction an invoice 
from Hammer Galleries that identifies the entity (usually Audobon Asset Ltd.) that purchased the 
art, and the sender’s copy of a USA Airbill reflecting where the art was delivered. The deliveries 
were made in each instance upon instructions that were received from persons that had authority 
to communicate decisions that had been made on behalf of Audobon Assets Ltd., which we 
understand to be a trust. 

The following individuals (and entities) may have had communications with 
Hammer Galleries relating to these transactions: Michelle Boucher (of Audobon Assets Ltd. on 
the Isle of Man); Smti Wyly, Susan Tiholiz, Elizabeth Yeary and Re^a Alexander (of Ranger 
Coital in Dallas); and Kelly Wyly Elliott and Kristin Yeary (of Elliott Yeary Gallery in Aspen). 
In particular. Hammer Galleries understands that Sam Wyly and Elliott Yeary Gallcary have been 
appointed by the trust to act as consultants concerning its art purchases and s^es). 

You will note that the first and se<x>nd listed transactions in the subpoena appear 
to have misstated the dates of those transactions. According to Hammer Galleries’ records, the 
$440,000 transaction (transaction no. 1 in the subpoena) took place in the Fall of 2003 (not 2000 
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or 2CK)1 as indicated in the subpoena). The $500,000 transaction (transaction no. 2 in the 
subpoena) look place in the Fail of 2002 (not 2000 or 2001 as indicated in the subpoena). 

Willi reaped lo the fourth and eighth transactions, you will not find any airbills 
reflecting delivery of the an. This is because the artwork that is the object of those transactions 
is still being held by Hammer Galleries. 

With respect to the sixth transaction, you will note that the invoice (dated 
December 19. 2002) is addressed to Kelly Elliot, rather than to Audobon Assets Ltd. This is 
because it was originally contemplated that the artwork might be purchased by Mrs. Elliott 
personally, and the invoice was drawn to reflect this. However, the transaction was changed 
after the invoice was generated, so that by the time the art was paid for and delivered, it had been 
determined that Audobon Assets Ltd. was to be the purch^er. Hammer GaIIeri(» never issued a 
corrected invoice. 

Finally, with respect to the eighth transaction, you will note that the wire transfer 
identified in the subpoena is for $95,000 - exactly half of the purchase price of the two paintings 
listed on the invoices. The $95,000 payment in May 2004 was a 50% deposit, and an additional 
$95,000 remains due and owing on this transaction. 

I. hope that this information is helpful, and satisfies whatever your investigative 
concerns may be concerning these traiK!w;tions. If you require further information or 
documentation, ple^e let me Imow. 

Also, please have a happy holiday season. 

Very fruly yours, 


Enclosures 



HG0006 


o 



